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The Parliament Bill 


HE text of the Government’s Parliament Bill is now out and it is 

seen to be a very simple measure, with only one clause of i importance. 
This contents itself with substituting “two sessions” and “one year’ 
for the “three sessions” and “two years” which, in the Act of 1911, 
regulate the period of delay that the Lords can impose on the Commons. 
The Government might have been better advised to keep the Bill 
strictly to this one clause, since the only other non-formal clause brings 
in the very objectionable principle of retroactive legislation—and does so 
for little or no gain. The clause says that any Bill which has already 
passed the Commons twice when this amending Bill becomes law shall 
be presented forthwith for the royal assent. But, unless the Cabinet 
change their minds and bring in their steel Bill this sessior after all, 
it is most unlikely that there will be any Bill in this position when the 
amendment takes effect, which will presumably be at Christmas, 1949, 
at the latest. The retroactive clause cam be taken as another illustration 
of the present Government’s curious obstinacy in putting the worst 
possible face on their actions: 

It is obviously the Government’s hope that the controversy can be con- 
fined to the narrow issue they have chosen. This is unlikely to commend 
their action in any greater measure to public opinion. It is the timing 
and the circumstances of the proposal that have kindled objections far 
more than its substance. To tamper with the constitution merely in order 

-to forestall a possible opposition of the Upper House to a Bill which 
must be highly controversial is hardly an indication of much confidence 
either in the virtue of the legislation to be proposed or in the solidity 
of the British parliamentary tradition. Nor can it. be argued that the 
behaviour of the Lords has in-any way resembled the deliberate obstruc- 
tionism that led to previous constitutional crises. There has been, to 
use the phraseology of 1910, no “ filling of the cup,” nor has a Socialist 
Government been reduced, to “ ploughing the sands” by the rejection, 
or by the serious amendment, of a single measure. 

Nor is it at all likely that the Government will succeed in confining the 
controversy to the narrow issue of one year against two, of two sessions 
against three. The Second Chamber issue was dormant, but now that 
it has been aroused, it is likely to be aroused in its entirety. If the 
eventual effect is to create, by the action of this Parliament and the next, 
an Upper Chamber that imposes a far more intractable obstacle to hasty 
legislation than the present House of Lords—a contingency ‘that cannot 
be excluded—then the Labour Party will have only itself to blame. 

Second Chambers are almost universal in democratic constitutions. 
And if there. was a case for a Second Chamber in Britain a generation 
ago, it is certainly stronger today. In the. past generation the House of 
Commons, regarded simply as a machine for turning out legislation, has 
unquestionably deteriorated. Bills are hastily drafted and they are rushed 
through in rapid succession by a procedure that allows wholly inadequate 
time for discussion and reflection: There has hardly been an important 


’ Bill of the present Parliament which; in the state in which it left the 
- Gotamons, did not require improvement, and has not rectived it at the 
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hands of the Lords. The House of Lords has beem improving 
as the Commons has deteriorated. If its political importance has 
fallen, its legislative skill has risen to a premium. There is no 
case at all for abolishing the House of Lords—as, indeed, the 
Government concede by not raising the issue. But if there is 
to be a House of Lords, then its function can hardly be better 
defined than in the terms agreed between the parties in the Bryce 
Conference at the end of the first war—namely “ the inter- 
position of so much delay (and no more) in the passing of a 
Bill into law as may be needed to enable the opinion of the 
nation to be adequately expressed upon it ”’—a delay which 
was considered to be especially needed in respect of Bills which 
affect the fundamentals of the constitution or introduce new 
principles of legislation. Indeed, as was recognised in this 
connection by Mr Lees Smith, who could hardly be classified 
as a right-wing constitutional theorist, a section of a party which 
is no larger than an insistent minority may often succeed in 
eventually forcing its proposals on to the statute book and so 
in imposing its views upon an entire nation. Or as Dicey 
pointed out: 

Party government leads to the strange but acknowledged 
result that a not unfairly elected legislature may misrepresent 
the permanent will of the electors. The party machine may be 
made the instrument: for foisting upon the people of England 
changes which revolutionary radicals or enthusiasts know to be 
reforms, but which the majority of the electorate, if they under- 
stood what was being done, might condemn as revolution or 
confiscation. 

It is precisely the recognition of this fact that appears to have 
prompted the present Parliament Bill. In spite of the attempts 
made by various Government spokesmen to minimise its pur- 
pose as a mere clipping of the wings, there can be no doubt 
that the real effect of this tinkering with the escapement of the 
constitutional watch is deliberately designed to prevent the 
interposition of such delay as would enable public opinion to be 
adequately expressed upon the nationalisation of the iron and 
steel industry. Delay may, of course, be most damaging to a 
party in office, and is always infuriating to men in a hurry. But 
the Lords not only have been most chary of using their powers 
of delay—the Parliament Act has not been invoked for over 
thirty years—it is of the essence of things that the present 
House always will be chary. It will always be frightened of the 
cry of “ The Peers versus the People.” It will not challenge the 
majority of the House of Commons unless it is clear beyond a 
peradventure that the majority of the Commons no longer repre- 
sents the people. And when a Government gets into that posi- 
tion, surely its partisan measures ought to be held up for the 
decision of the electorate. 

x 


’ A Second Chamber which can, in effective practice, impose 
delay only when a majority of the electors want delay ought 
to be in an impregnable position. And in fact the Labour 
Party’s real complaint against the House of Lords is not that 
it exercises its powers too much but that it exercises them too 
litthe—that though it might hold up the progress of a Labour 
Government that had become unpopular, it would never do the 
same thing to a Conservative Government that had outstayed its 
welcome. This is a fully justified complaint, Even if the powers 
of the Lords were exactly what they ought to be (as, by a set 
of historical accidents, they almost are), it would still be wrong 
that they should not be used against all governments 
impartially. But, if that is so, then the remedy is not to tinker 
with the powers of delay possessed by the House of Lords, but 
to alter its composition. 


Alteration of the composition of the House of Lords has been | 


on the agenda ever since the preamble to the Parliament Act 
of 1911 put it there. The hereditary principle, in these days, is. 
absurd. Nevertheless examination of the alternatives ‘proposed, 
and of the constitutional practices of other nations both within 
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and without the British Commonwealth, would not suggest thy 
there are any ready-made solutions to the problem of 
composition of a Second Chamber that would ; 
agreement—and it is worth emphasising that it would be very 
rash for any patty government to attempt to impose a solutis 

without first. trying to secure general agreement, as Asquith dg 
repeatedly in 1909-11. Direct election, whatever its theoretic 
attractions, tends to produce a body that is merely a duplicat, 
and often a rival, of the lower House. Indirect election, either 
by the members of the lower chamber or by local authorities 
tends to place too much power in the hands of the party mang. 
gers, and was for this reason abandoned in the United States, 
Nomination by the Crown of a certain number of Lords of 
Parliament, who would hold their seats for life, would entail the 
smallest departure from present practice, and could be made jp 
contribute a chamber of varied and valuable accomplishments 
not very different in'character from the effective portion of the 
present House, though more equal in party strength. It ought 
not to be impossible, given agreement among the parties, to 
ensure that the initial nominations of Lords of Parliament pro- 
perly reflected the strength of the parties, and thereafter each 


party could fill up the vacancies that occurred during its term of 
office. 






x 


But any attempts to reform the composition of the House 
of Lords come up against one objection. Part of the utility of 
the present House of Lords as a revising chamber arises pre- 
cisely out of the fact that the method of selecting its members 
is ridiculous. If the members of the Second Chamber became 
any more sure of themsélves, they might take to rejecting Bills 
because they themselves did not like them instead of rejecting 
them because ‘they were sure the electorate did not like them 
—which is the only reason that would embolden them to action 
now. Reform of the composition of the Lords is the only reform 
for which a case can be made out—but perhaps the prudent 
politician ought to conclude now, as on every previous occasion 
im the last thirty years when the matter has come up, that an 
adequate case cannot be made out even for that. If that were 
so, the best thing would be to leave the House of Lords as it 
is and to concentrate on getting more members of the Labour 
Party into it, which would be facilitated by the institution of 
life peerages, and possibly by giving Ministers the right to speak, 
but not to vote, in both houses. 

That does not mean that the attempt to reform the House 
of Lords should be postponed indefinitely, but it does mean 
that it should be undertaken only as a response to some powerful 
demand on the part of the public, and that when it is undertaken 
it should not be smuggled in by the back door piecemeal in 
order to ensure the enactment of highly controversial measures 
the difficulties of which have already given rise to sharp 


differences of opinion in the Cabinet itself. At this time of. 


acute anxiety, when the Government should be making every 
effort to recreate the unity of national spirit characteristic of 
the war years, it is surely something worse than folly to intro- 
duce a highly controversial issue upon which it has received 
not even the vestige of a mandate from the electorate. When 
the pressing problem of the moment is how to restore the falter- 
ing national economy to a condition where the British people 
will be able to buy enough food to keep them alive and enough 
raw materials to keep them at work, political luxuries like the 
reform of the Lords must for the moment take a low place in 
the list of priorities. And if there were any section of the 
Government or its: supporters who imagined that, in these days 
as of old, the slogan of “ Peers versus. People” could be relied 
upon to make the people forget all the complaints they might 
otherwise have against a Government of the Left, the results of 


last week’s municipal elections ought to have made them change 
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Who is for 
O 1S for 
F General de Gaulle were to come to power in Francé, there 
can be little doubt that the first reaction among most people 
in Great Britain would be one of alarm and anxiety. Strong 
regimes of the Right are rightly suspect among democrats. Yet 
there is, with each week that passes, less and less room for 
doubt that the General’s accession to power by constitutional 
means (the qualification is important) is the solution of the 
French crisis that ought to be the most welcome—or the least 
unwelcome—to France’s neighbours. It is time this was said, 
for there has been too much humming and hawing about the 
General, and about his foibles and his followers. Much has 
been argued and asserted about the beating that his party gave 
the Communists and the progressive Catholics in the municipal 
elections a fortnight ago ; but the question of what is the best 
solution to the French moral and economic crisis has not been 
put, in this country, in the form that all foreign political ques- 


tions should be put, at one stage ot another: what is the British 
interest in the matter ? 


With the question in such a form the simple answers suggest 
themselves. It is a matter of eliminating the alternatives. Is 
it a British interest that France should be ruled. by 
M. Thorez and M, Duclos, with an internal policy of social 
revolution and a foreign policy of hostility to America ? Clearly 
the answer is No. Is it then a British interest that the govern- 
ment of France should be continued by coalition, with the 
present Socialists and men of the centre, propped up between 
the militants of Right and Left and trying with inadequate 
powers to stop inflation, save the franc and prepare the way for 
participation in a Marshall Plan? All instinct answers Yes ; 
the middle way is generally to be preferred, and the majority 
of men and women in France are showing their usual preference 
for it ; some who voted for General de Gaulle only a fortnight 
ago have got nervous since. But in France today the continu- 
ance of the middle way means a continuance of the ineffective, 
spineless Government that the Fourth Republic, like the Third, 
has hitherto exhibited. Another winter’s nerveless wrestling 
with food shortages, selfish farmers, discontented workers and 
housewives, dishonest taxpayers and well-drilled trade unions 
might so sharpen the public mood that a constitutional solution 
might be impossible, and either Right or Left would be led to 
take measures of the kind which provoke civil war. If there 
must be a new start in France, the sooner it comes the better. 
To delay it too long might make bloodshed inevitable. In that 
case, if coalition government by discredited representatives of 
the prewar party system is likely to pfove dangerous as well as 
futile, the third question presents itself. Is it.a British interest 
that France should have a government that would provide 


leadership, overcome disunity and concentrate the national ener- 
gies on restoring health and strength to the French state ? The 
answet is clearly Yes—provided that the process can go forward 
without seriously curtailing the Frenchman’s rights and liberties, 
and without a foreign policy on, Russia and Germany so inflexible 
and so narrow that it threatens the Dunkirk pact. Both condi- 
tions Could be met if General de Gaulle were to come to 

soon rather than late, by vote of Parliament rather than by the 
authority of a coup d’état, pledged to amend the constitution by 
constitutional means rather than to overthrow it by force. 


* 

It_is unfortunate. that. the. French Communists, for different 
and tactical reasons, may also prefer the promotion of; General 
de Gaulle to the confirmation of M..Ramadier.. They. see danger 
for themselves in the General’s present tactics; which are to 
bide his time, to watch the hunger and.confusion spread, and 
to await the surge of demand. for order and authority which 
would carry him to power with unmistakable popular support. 
They would like to make him fight now on ground chosen. by 
them: over wages, over food, above all over..the issue, between 
east and west, between American aid and dollar dependence on 
the one hand, and Russsian aid and independence of America 
on the other. The Communists have put their calculations quite 
openly in their weekly paper Action: 

If the General were obliged, here and now, to enter the lists 
on parliamentary ground which is unfavourable to him? [If 
he were put against the wall? If he were compelled at an un- 
favourable hour to enter the battle on ground which he has 
not chosen ? 

This is a reckless challenge to the leader of the Fighting 
French. Taken with M. Thoréz’s public confession of changed 
views to his central committee last week, it means a declaration 
of war, a threat of “direct action” outside Parliament. M. 
Thorez, who has now departed with his wife for Moscow, there 
to celebrate the thirtieth anniversary of the October Revolution, 
has thrown overboard the policy of collaboration with other 
parties of the Left which he maintained during the resistance 
and after the Liberation against his party’s extremists, MM 
Fajon and Marty. Before he left, his Central Committee pledged 
themselves to follow the Bolshevik precedent of 1917, when 
“ the struggle was waged simultaneously and victoriously against 
counter-revolutionary Kornilov as well as against Kerensky.” In 
other words, the government of M. Ramadier or his successor 
will be fought as ruthlessly as the Gaullist Rally. The tradition 
of the Front-Populaire ‘is dead and buried ; Mr Zhdanov read 
the funeral service over it at Warsaw in July. 

The portents, therefore, are that the Communists can and 


; between inadequate capital and the 


provision of essential income for dependants by the adaptable capital 


and income benefits secured through the Family Provision Scheme 
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will make coalition government unworkable, Their future action 
is likely to be concentrated in the trade unions and in the “ com- 
mittees for the defence of the Republic ” which they are setting 
up, presumably as embryo Soviets, in factories and villages all 
over France. They will be able to mobilise much inarticulate 
resentment and open discontent about wages, the cost of living, 
the bad distribution of food, and the social inequalities which 
the black market brings into such startling relief. Every hesita- 
tion of American Congressmen to press on with aid to Europe, 
every hint that strings may be tied to loans and to the Marshall 
plan will be used to feed the inflammatory slogan that France’s 
independence is threatened by American capitalism. And, should 
the Foreign Ministers’ conference at the end of this month 
fail, British and American efforts to get on with the rehabilita- 
tion of western Germany will be represented as a betrayal of 
France’s security. 

This is a powerful array of weapons and one can only wonder 
how M. Ramadier can fight back effectively. The majority of 
twenty granted to his present Government last week was nothing 
but a postponement of the verdict on ten months’ desperate 
grappling with crisis after crisis. M. Ramadier is already looking 
for an heir and finding only a familar trio of aspirants: M. 
Blum on the Left, M. Herriot in the centre, and M. Paul 
Reynaud on the Right. If the overriding need is for a Cabinet 
that can command national unity and enforce new and unpopular 
plans to cut expenditure and extract more taxes, where is the 
personality whe can divert emotions as well as convince minds ? 
Not, surely, either in the Socialist or the Progressive Catholic 
or the Republican ranks. 

. + 


Admittedly, the Left section of the Socialists has become more 
conciliatory towards M. Ramadier since the municipal elections. 
Conceivably there may still arise what Frenchmen are calling 
a “third force,” strong enough to reject the choice between 
Right and Left, between west and east, which the Communists 
and some of the General’s supporters are trying to force on 
the French people. The appearance of such a strengthened coali- 
ton would be in the French tradition ; but its prospects are 
weakened by two factors: the desertion to General de Gaulle of 
a great body of progressive Catholic voters of the middle class, 
and the unsatisfied longing of the people for that renovation and 
break with the, Third Republic which found expression in the 
Resistance.. To those who feel this way the soil in which. the 
Feurth Republic was planted is still sour ; and every peasant 
knows what the cure should be. 

What happens in France will be anxiously watched by a 


The New 


ROM_ one point of view, the National Assistance Bill 
can be regarded as the logical completion of the new system 
of social security of which last year’s National Insurance Act 
provided the main framework. Social security was never 
intended to be achieved by insurance alone. It was never, 
that is, contemplated that insurance benefits would in every 
case be adequate to provide the minimum income necessary to 
prevent poverty. That minimum was to be secured by the 
supplementation of imsurance benefits by assistance, and in 
some cases, which did not qualify for insurance benefit at all, 
assistance payments would alone provide the whole of the 
. Minimum income, 
This mixture of insurance plus assistance is indeed the basis 
of the present system of social security. The difference between 


the present system and what will come into force. next ‘July | 


is, first, that insurance benefits will be much higher than they 
ate_gt present and will cover far more classes of people— 
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aoe in which the first stirrings of a revival of the Right can 


be heard. If.that revival gathers momentum, it will be due a 


much to the Zhdanov doctrine as to the Truman 


Whatever may have been thought of it iu this country, Mr 


Zhdanov’s speech and the manifesto which accompanied 
formation of the Cominform have been taken seriously on 
Continent. It is virtually a declaration of political warfare 
against the moderate Socialists and centre parties of the prin. 
cipal western nations. 
Marshall Plan: “as far as the USSR is concerned ”—so runs 


the Zhdanov declaration—“ it will make every effort to prevent 


the plan being realised.” That, it seems, is now also M. Thorez’s 
first objective ; and the persistent reports that Russia has wheat 
to offer France may point to the tactics that are to be followed. 
France looks like becoming the centre of the European arena in 
which the battle of the Marshall Plan is to be fought. 
happens, France’s neighbours cannot take a strictly disinterested 
view. of the contestants. 


At the moment the initiative lies with the French. Commu- 
nists. Something of significance for them will assuredly come 
out of the Moscow celebrations which M. Thorez is attending. 
If it is to be a signal for direct action, to be fought on the wages 
question—which comes up on December 1—then one must 
expect deadlock between Government and trade unions. If it 
is to be moderating advice, a warning against forcing General 
de Gaulle into action of a kind which might ruin the French 
Communist Party, then there are some prospects of a “ third 
power” government getting through the winter. 


mon cause with the General. 
able to choose his time—and his method—for taking office. 
But in either case a great responsibility rests on the General. 
He is not a Fascist and should beware of acting like one. 
He has always stood for a.stronger constitution, but there is 
no reason why it should be authoritarian. He believes in leader- 
ship, and leadership is what France needs, but he should school 
himself to working with elected politicians, and with politicians 
elected by parties other than his own. 

Unfortunately, it looks as if the choice will not be left to the 
General, as if his hand will be forced. If it is, there should 
be no doubt about where the responsibility lies and nothing 
done, either in this country or in America, to. make his. task 
more difficult. It is a common interest of all. three nations that 
the Marshall plan shall be adopted and that it shall succeed. 
One condition of success is that there should be order, confi- 
dence and firm, popular government in France, 


Poor Law 


almost the whole population over the age of 16 will be eligible. 


to qualify for insurance. Thus the scope remaining for assis- 
tance will be narrowed. The second difference is that at 


present assistance payments are made through two different: 
agencies—the Assistance Board;.which provides payments for 


the unemployed, old age pensioners and widow pensioners with 
dependent children ; and the public assistance committees of 
local authorities, which are responsible for all other classes. 


For a uniform system of social security to be achieved, it. 


was therefore necessary for all assistance Payments to be 
centralised, so that.whatever the cause of a person’s need, he 
would be assisted.on the same basis as his neighbour. Part Il 


of the National Assistance Bill, therefore, rounds off the social. 
security system-by transferring all assistance payments, and 
all other special payments (such as those made to blind persons) - 
to the Assistance Board, which is to be known in future as the 
National Assistance Board. _ ) 


Its first aim is the frustration of the 


If that, 


In the first 
case, the politicians in the centre will be driven to make com-" 
In the second case, he will be 
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But a far deeper purpose lies behind the transformation of 


public assistance into national assistance than a mere tidying- 


s. Part I of the Bill, consisting of one clause, formally 
declares the death of the existing poor law, and for many 
people the . symbolic Passing of this three hundred and fifty 
year-old piece of social legislation will be the most important 
feature of the present Bill. For the poor law is unpopular— 
much less so than it used to be, yet unpopular enough for a 
widespread reluctance to receive assistance under it to have 
grown up among the population at large. The tradition that 
it is a crime to be poor has long since departed from the 
administration Of the poor law—with a few exceptions perhaps 
—but the stigma which this tradition had imparted to the 
poor law remains to this day. 

Yet, with all its faults, can this country afford not to have 
a poor law—by whatever name it is called ? Its supreme virtue 
was its simplicity ; not indeed that the poor law code itself 
was simple, with its complicated provisions regarding. removal 
and settlement, the right of recovery and so on, but the obliga- 
tion that now rests on local authorities could hardly have been 
made clearer or more unequivocal. They have to relieve the 
poor. No matter whether the need for relief arises in the middle 
of the night, whether it is a temporary need, whether it is for 
money, for food, for medical services or for accommodation— 
the duty of the poor law officers is clear. They have to provide 
relief first, and ask questions later, How important this over- 
riding obligation is can be seen by reference to the National 
Assistance Bill. . Notwithstanding the death sentence on the 
poor law, it has been found necessary to incorporate in the 
Bill the poor law’s outstanding virtue. Thus among all the 
clauses and sub-sections dealing with the powers and duties 
of the Board regarding a person’s application for assistance, 
there will be found such phrases as the following :— 

Nothing in the two last foregoing sections . . . shall prevent 
the Board’s making an assistance grant in an urgent case, and in 
the making of a grant by virtue of this subsection the Board 
shall not be bound by any regulations . . . which appear to 
them inappropriate in the circumstances of the case. 
Or again, 

in giving assistance in accordance with this section to meet 

sudden and urgent need the Board may dispense with inquiry 
into resources or other circumstances and with compliance with 
any regulations of the Board. 


x 


“ Sudden and urgent need ”—there are ao office hours under 
the poor law, and, like its officers, the Assistance Board will 
have to maintain a 24-hour service. But perhaps the full 
force of the obligation to provide for “sudden and urgent 
need” can be seen when Part III of the Bill is examined. 
Outdoor relief, or domiciliary relief, is only part of the relief 
given under the poor law. Equally important is the provision 
of shelter to the destitute in an institution.. Much has. been 
written recently about conditions in the ,workhouses today, 
of the hotch-potch of humanity found in, them, the bareness 
and bleakness of the surroundings, the old-fashioned. rules 
governing them; and much indignation and pity have been 
aroused at the thought of old people having to end their lives 
in them and of young children having to start theirs. To do 
them justice, however, it was never intended by the poor law 
commissioners of a hundred years ago, when the workhouses 
were first established, that the aged poor, who today make up 
by far the greater part of their inmates, should solely be 
relieved by workhouse accommodation. It was always intended 
that the prime function of the workhouse was the relief of the 
able-bodied poor, and that eventually special provision should 
be made for the old and infirm. 

Under the new Bill this intention will at last be achieved. 
The tendency among progressive local authorities in recent years 
to take old people out of their mixed institutions and place them 
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in special hostels is made obligatory on all. The classification 
of a workhouse’s inmates is thus carried a stage further. But 
once again it is recognised that need and destitution Know n9 
official demarcation lines. As with outdoor relief, the supreme 
virtue of workhouse relief is that it has to be given to anyone 
who is found destitute and without shelter, no matter where his 
ordinary place of residence may be and no matter what the cause 
of ‘his destitution. Whole families may be brought to a public 
assistance institution, and frequently are, at any hour of the 
night, and they cannot be refused shelter. A hospital may refuse 
a bed to a sick or dying person but the public assistance insti- 
tution turns no one away. 
x 

This statutory roof is so valuable, so essential a part of any 
system of social security, that, as with the overriding obligati 
to give outdoor relief, it has been incorporated into the new 
Bill... Local authorities have, therefore, to provide 
‘temporary accommodation for persons who are in urgent need 

thereof, being need arising in circumstances which could not 

reasonably have been foreseen’. . . 
The big difference, however, between the overriding obliga- 
tion to give relief in-Part H of the Bill and that in Part Ill is 
that in the first case it is made the responsibility of the Assis- 
tance Board and in the second that of the local authorities. 
This reliance on local authorities, even were it undesirable, 
which it is not, is inevitable, for the Assistance Board has no 
Statutory roof and could not undertake the management. of the 
local authorities’ institutions for many. years to come; But 
will the taint of the workhouse be removed by the new legisla- 
tion? One cause for the taint will be removed, People to 
whom shelter is given will be required to- pay for it according 
to their means, and since nearly everyone, in particular every 
old person, will be assured of a minimum: insurance benefit 
of 26s. a week, a minimum charge of 21s, a week will be made 
for accommodation, leaving the beneficiary five shillings for 
pocket money. (This charge of 21s. will not nearly pay the 
cost of his keep, which is nearer £2 or more in large insti- 
tutions and will be higher in the smaller hostels that. are 
contemplated.) The abolition of the workhouse disqualification 
for old age pension will go a long way towards removing the 
stigma of charity. 

Nevertheless, the old mixed institution will remain—is, in 
fact, bound to remain, if the statutory roof is to be maintained, 
for classification and segregation cannot be carried out at three 
o’clock in the morning. Thus, even if it could be assumed that 
old people’s hostels will be proceeded with at once—which is 
unlikely under present conditions—there will remain the old 
building containing a motley collection of the destitute. More- 
over, it is also provided in the Bill that if a person is found 
unsuitable for the type of accommodation provided for him, 
he, or she, may be transferred elsewhere. The “ difficult” 
workhouse inmate, who will not fit easily into hostel life, is 
thus recognised. But is there to be special ‘accommodation 
provided for all the “difficult” cases ?—if so, who will staif 
it ?—-or will they be returned to the big, mixed institution ? 
A further point is that although the local authorities are respon- 
sible for establishing and running all the accommodation to 
be provided under Part III, the Assistance Board may, under 
Clause 24, make use of it, and require a local authority to 
provide accommodation for persons whom the Board consider 
to be in urgent need of it. Nor can they be required to 
leave it except with the Board’s consent. Thus, the local 
authority, which will have to exercise disciplinary functions on 
behalf of the Board, will get all the kicks. 

It is not intended in this article to prove that the National 
Assistance Bill is a bad Bill, On the contrary, it is a good 
Bill, A great deal of imagination has gone into the framing 
of it. The welfare of the unfortunate sections of humanity— 
the blind, the deaf and dumb, and the otherwise disabled—. 
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is to be provided for. And although the local authorities lose 
their function of giving outdoor relief, their functions in respect 
of accommodation and welfare’ generally are enormously 
widened. But let it not be assumed too readily that the poor 
law is being abolished, except in name. Very wisely, those 
responsible for the Bill have realised that its essential principle 
is indispensable. The danger, however, remains that, with the 
retention of that principle, some of the stigma of the poor law 
will be retained also. When old age pensioners, widows and 
sick people find that they have to go to the same building.to 
receive supplementation for their benefits, enter by the same 
door, and have the same inquiry into their needs, as the 
work-shy, the vagrants, the down-and-outs, and other ragtag 
and bobtail of the poor law, will the same cry of “ stigma” 


Criminal Justice . 


HE text of the Government’s Criminal Justice Bill has 

now been published and it is in consequence possible to 
see the scope of the amendments to the criminal law that are 
likely to be made before the session is over. In the main, the 
Bill, which bears a close resemblance to Lord Templewood’s 
prewar Bill, is concerned with administration, and most of its 
proposals are likely to prove non-controversial. But the Bill 
is a Composite affair and it does involve certain changes in what 
may be called the principles of criminal justice as well as in 
the machinery which the state has for the prevention and 
punishment of crime. 

The Bill proposes that the punishments of “ penal servitude ” 
and “ imprisonment with hard labour ” shall be abolished. In- 
stead, there will in future be OM one category of imprisonment, 
so far as sentences are concerned. The existing statutory prison 
divisions are also to be formally abolished. Thus every offender 
sentenced to imprisonment will start on the same footing. This 
does not mean that there will be no classification of prisoners. 
On the contrary, the Home Secretary may make rules for the 
classification of prisoners and any rules that he does make shall 
provide for special treatment of special classes of prisoner, in- 
cluding those in prison for sedition, seditious conspiracy or sedi- 
tious libel, or because they have failed to pay a money fine. 
The intention is to give statutory sanction to what is already, in 
large measure, an. administrative fait accompli, that is, classifi- 
cation according to the character of the offender and not accord- 
ing to the character of his offence. This is a great step forward 
in the modernisation of the penal system. So, too, in the opinion 
of most people, is the clause which would abolish the sentence 
of whipping. The Bill makes no proposal to abolish capital 
punishment, but it is believed to be the Government’s intention 
to leave this, if it is raised (as it certainly will be), to a free 
vote. 

These alterations in punishments are interesting and im- 
portant. But the real importance of the Bill lies in the progress 
it makes towards converting the criminal law into a rational 
machine for both punishing and reforming the offender, two 
objects not easy to merge into the one system. Perhaps the 
clearest way of looking at the resulting picture is to consider the 
offenders by age groups. 

The first main change is with the young. Capital punish- 
ment is not in future to be imposed on anyone under the age 
of 18. If the offender is under 17 he may not be aiated ¢, to 
prison by a magistrates’ court, nor by any court if he is under 15. 
Imprisonment for any offender under 21 is to be a last resort ; 
it can only be imposed if the court considers “that no other 
method of dealing with him is appropriate.” Instead, it is in- 
tended that all offenders under 21 shall be sent to a “ detention 
centre,” which is to be a new creation, Also the powers of 
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be raised as is raised now about the poor law ? And, in these 
circumstances, will it be a national advantage or disadvantage 
that an unpopular service is centralised in a department under 

a Minister responsible to Pesiiosnent in ‘ehodie all thie tonal 
parliamentary pressure can be brought to bear? Again, 

it be to the advantage or disadvantage of the recipients: 
assistance that responsibility for them may be bandied betweeg 
the Assistance Board, the local authorities, and the—various 
health authorities ? It will be many years before it can be said 
for certain that the high aims'of the National Assistance Bill are 
fulfilled and that for the needy the multitude of commandments 
which it proposes have any virtue not inherent im the simple 
commandment of the poor law—‘ Thou shalt relieve the 
poor.” e 


supervision over a person under 21 are to be extended to cover. 
him after release. - Borstal training is revised, to some extent, 
The upper age limit at which anyone can be sent there is 
restored to 21—the increase to 23 not having proved successful, 
But it will be permissible in future to impose a Borstal sentence. 
in more cases than previously. Under the present law the, 
offender must be shown to have criminal habits, tendencies or 
associations, Under the Bill he can be sent to Borstal if the 
court thinks it expedient that he should be. 

The probation system will be considerably extended and 
improved. So far as the court is concerned, the main change 
proposed gives the court power to require "anyone placed on 
probation to submit to medical treatment for a period not 
exceeding twelve months. But a wider change is in the con- 
siderable improvement proposed in the organisation of proba- 
tion Officers and their work. Their numbers will be increased ; 
more women will be brought into the service ; and the work of 
the probation committees of magistrates will be overhauled and 
improved. In short, every encouragement will be provided to 
keep the first offender out of prison and to help him to find his 
way back to an acceptance of his social responsibilities. 

If probation fails, and if the offender is over 21, the proposals 
in the Bill make very little change in his subsequent criminal 
history unless and until he becomes a persistent offender. In 
that case more can be done for—or, at least, about—him. At 
the moment, a sentence of preventive detention on a persistent 


offender can only be passed in addition to a sentence of penal’ 


servitude and then for periods of not less than five nor more 
than ten years ; and it is consequently not often’ used. Two new 
types of sentence are contemplated by the Bill. After two pre 
vious convictions for serious offences, an offender may be sen- 
tenced to corrective training for not less than two nor more than 
four years. An offender who is over 30, who has three previous 
sentences against him, of which two were sentences of imprison- 


ment, Borstal training or corrective training, can be sentenced 


to preventive detention for not less than five nor more than 
fourteen years. 


Powers to deal with mental cases are greatly increased. 
Courts may obtain medical reports without remanding a man_ 


in custody. Powers to make reception orders for insane offenders 


are widened and the whole supervision of criminal lunatics is. 
transferred from the criminal authorities to the Board of Control, 
reserving, however, to the Home. Secretary the power a; 


discharge. 


There are many other points covered by the Bill. The power, 
to impose fines instead of prison sentences is extended to include, 


all serious offences. The powers of the High Court to grant 


bail are increased. Finger-prints can be taken before trial im 
magistrates courts (which may induce magistrates to grant bail. 
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more freely). Some forms of written evidence may be used in 
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magistrates’ courts in traffic offences. Loss of state pension 
rights on imprisonment for more than one year, will no longer be 
automatic. All three points are of importance, : 

But the state of criminal law still remains a’ matter of men, 
nét of machinery. The state may provide remand and deten- 
tion for those who, even if offenders, are not yet criminals. . It 
can give magistrates wider powers to put offenders on probation. 
It can abolish hard labour. But the problem still remains one 
of personalities: the personalities of the offender, the magistrate, 
the probation officer, the head and staff of the centres, the prison 


governor and his warders. Their outlook cannot be changed 
by Act of Parliament. 


On the question of magistrates, there is little that neéd be 
said here until the work of the Royal Commission on that subject 
is completed. Probation officers. need. little. comment..-for 
another reason, the general agreement over the very high quality 
of their work and on the standards of human’ sympathy and 
understanding that the profession as a whole has reached. Ir is 


NOTES OF 


Local Elections—Portent or Warning ? 


The municipal election results came as a severe shock to th 
Government, and second thoughts about them can have been ‘no 
more consoling than the first. The size of the poll—in many areas 
sixty to seventy per cent as against a normal poll of thirty to 
forty—the effect of the middle-class vote in such suburban areas 
as Wembley and Wood Green, and rhe swing in the industrial 
areas in Lancashire and the North are causing some hard thinking. 
Even the Conservatives have been taken by surprise and are now 
cock-a-hoop. 

The swing is almost certainly mainly the work of that dis- 
regarded “submerged tenth ”—the middle class, middle-of-the-way 
section of the electorate, whose feelings and voting influence have 
been so studiously ignored by the Government. The marginal 
voters—marginal in the two senses of being doubtful about their 
political affiliations and dubious about. voting at all—have been 
driven to the polls by a long succession of political and personal 
irritations, The risks run by the Government in ignoring them 
have frequently been pointed out in these pages. Perhaps the 
Government will now adjust their tactics. If so, the shock will 
be salutary and may save them from an unwise reliance On a 
long run of by-election successes. 

A comparison of the parties’ successes in the municipal elec- 
tions this year and at the last contest, is particularly interesting. 

ing 10 the moratorium in elections during the war seme of 
these seats were last contested in 194§—probably rather more 
than half—and the rest have not been contested since before the 
war. The first column below is therefore a mixture of prewar 
and postwar results. 


ee ne noneeceneenntpaeegeeisnnegperinanatibeaatientcesli elmer etter nett ta ent atee 


| 
Results When Last Contested 
PSST EME ELIT oT 
Seats Woa — Seats Woa 4 Percentage 


a . ene 





} 
Conservative........0.. 38°53 
NGO: is 4 vaiakes Gite i 25:0 
pana Si aes | 4-2 
Communist .........4.. | 9 ne 
Independent .........++ i , . 32°5 
| . 100-0 





While the position’ of the Liberals and Independents remained 
almost unchanged; the swing from left to right between the Con- 
servative and Labour seats is very marked. : 

Tt is dangerous toargue too much from local election results. A 
reaction against the Government in power is inevitable and clec- 


eet os weaker aye eet than at general 
tions ; there isa natural desire to Ea ee enae 
< ¢ isa ms 7 


eat of dite consequences. But for all this the 
take warning that -if they hope to’ win the next Parliamentary 
election they will Have to take the feelings of the country—par- 
titularly those of the middle-class ‘voters—much more to heart 
than they have been willing to do hitherto. : 
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to. be hoped that the new remand and detention centres will 
attract the same kind of men and women into their service. The 
prisons themselves are a more difficult problem’; certainly one 
that is not yet solved and which this Bill cannot solve. © 
_ Perhaps the greatest disappointment in an otherwise. excellent 
and overdue Bill is to be.found in the Government’s acceptance, 
—necessary perhaps, bur no less deplorable—of the delay which 
lack of suitable premises imposes upon even’ the start! of many 
of these reforms, The explanatory memorandum published 
with the Bill contains the.following sentence: “ the. building 
of. these institutions cannot. be; undertaken. until the need for 
other building of higher priority on the national building pro- 
gramme has been met.” The ‘total of offenders is rising. In 
1939 there were 78,463 convictions for indictable offences ; in 
1945 115,974. Ten years ago the proportion per 100,000 of 
population was 157.8. In 1945 it was.223. It is to be hoped 
that when the Bill is debated the question of what priority should 
be given to this kind of building will be thrashed out. It should 
not be set on one side without full examination. 


THE WEEK 


Good News from the Mines 


The last few days have produced a record output ‘of en- 
couraging news about coal. British miners last’: week produced 
over four million tons, their best performance since May. ‘The 
Ruhr miners averaged 246,587 tons a day for October, far and 
away the highest and most evén performance since the war. The 
Saar miners have got within 9 per cent of their prewar output, 
and in Poland 43 million tons were mined in the first nine months 
of the year. 

Such news has important implications. The average daily out- 
put of the Ruhr and Saar mines last month, added together, made 
a total of 284,687 tons, thus bringing into action for the first time 
the sliding scale for allocation to export which was conceded 
to M. Bidault in April. This scale provides that when output 
in Western Germany exceeds 0,000 tons a day, 21 per cent 
shall be allocated to the European Coal Organisation for distri- 
bution to its members. Thereby the Fiench should see an 
increase in those imports from Germany so ardently de- 
manded by all parties. The fact should not go unnoticed in 
France, where it is customary to regard British handling of the 
Ruhr miners as incompetent. Nor should it pass unnoticed in 
this country, as an example of What inceritives in the shape of 
extra food and consumer goods can achieve in a short time. 

The fact that British miners have again passed the four million 
ton mark will certainly not pass unnoticed in Europe, where there 
18 growing impatience at the price that has to be paid for American 
coal: $21 a ton im France, $22 in Italy, $23 in Sweden, against 
cheaper and better British coal, if it were available. In at least 
five European countries. the impression. is growing that it 
will be available soon. Count Sforza has been told. Italy may 
get some ; Sweden and Denmark believe they will; and Eire 
appears to have got a promise of coal—as we.! as agricultural 
machinery—in exchange for the offer of more food. France, too, 
certainly expects to be near the head of the formidable queue 
which is now waiting for Mr Gaitskell to raise the shutters. 
Fortunately or unfortunately for the Minister, there has been a 
notice on the shutters for the last two months saying that some 
six million tons of British coal will be available next year; for 
that is the figure. to which the British delegation at the Paris 
economic conference was allowed to pledge itself—six million tons 
in 1948 and 29 million tons in 19§1. 

It seems fairly clear that. unless British. production: can, be 
kept steadily above an average of 37 million tons ai week through- 
out the winter, there will. be ‘nothing to export in the spring. 
Unless, of course, the household and non-essential industrial con- 
sumer. is to: be drawn into the export drive by accepting smaller 
rations. The problem remains of finding incentives to produce 
and, above all, incentives to take up mining. Count Sforza has 
made his contribution by suggesting, not only that Sardinian 
miners should take a hand in: Brita, but that British. miners, 
should take a holiday in Italy: Mr’Bevin’s hands must be itching, 
to hold the cards which higher British-output throughout. the: 
winter would give him. ye 12a? WAL oe 
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Inflation and the Franc 


At long last the French Government has come to grips with 
inflation and decided to reverse its policy of printing more notes 
to cover its expenses. At a four-hour Cabinet meeting on 
Wednesday it was decided to raise the price of coal from 1,350 
francs a ton to 2,160 francs (90s.) and to permit dependent in- 
dustrial prices to rise accordingly. A new series of products will 
now be added to the great “free sector,” and it is generally 
assumed that a devaluation of the franc will be required to save 
France’s export trade. 

The only alternative to this momentous decision was to appeal 
to the National Assembly for a revival of the suppressed coal 
subsidies, which were allowing French coal to be sold to con- 
sumers at a loss to the state of about 900 francs a ton. 

The decision is part of a concerted effort to balance the budget 
by 1948. Consequently the Communists, who are making every 
effort to force inflation on and the Government out, aze its prin- 
cipal opponents. They are now trying to persuade the public 
that the increase in prices is part of the French authorities’ effort 
to reduce the standard of living and to make French workers 
more pliable to American domination. 

For the rest, there is unanimous agreement on the importance 
of the new decision, but some hesitation about the psychological 
effect. While orthodox economists are welcoming the return to 
wisdom others forecast that the conversion has come too late to 
save the franc. The crux of the matter is whether the Govern- 
ment has the will and power to prevent a simultaneous jump in 
food prices. In theory there is no reason why they should rise: 
last summer food prices were at a level of 1,367 (1938=100), 
while industrial prices had only reached the figure of 813. On 
the contrary, the absorption by industry of a greater proportion 
of the money in circulation should be left to have its effect on 
food prices. In fact, however, the decisive factors are far more 
psychological than economic, and everything will depend on 
whether the food producers can be given confidence in the future. 
The authorities plan to extend their control over basic food 
products at every stage between the farmer and the consumer, 
while freeing non-basic food commodities from all control what- 
soever. The idea here is to concentrate administrative effort ; 
but the danger, as before, will be that the producer may he 
encouraged to produce non-controlled, i.e. non-essential, foods. 

In any case, if food prices do slip out of contrel, it seems 
almost certain that the franc will collapse. The Government 
is pledged to adjust the wage level to the increased cost of living 
by December 1st. If at that moment food prices are swerving 
upward, the workers will very naturally take the opportunity, 
while everything is in the melting pot, of driving a hard bargain, 
But by that time a few thousand francs more or less may no 
longer be worth arguing about. 


* * * 


Irish Trade and Politics 


The trade negotiations between Britain and Eire, which 
brought Mr de Valera back to London this week, have ended in 
a general but loose agreement to expedite trade between the 
two countries. A joint committee of officials is to be set up 
which wi.l work our details from time to time. Meanwhile, there 
can be no doubt that the first instalment of the agreement, behind 
its vague phraseology, gives the Irish Ministers much of what 
they wanted. They have, it is true, accepted the need for Eire 
to economise drastically in its use of dollars on the condition 
that supplies from sterling sources are greatly augmented. ‘De- 
finite, though small, quantities of coal, agriculrural machinery and 
fertilisers have been for delivery by Britain next 
year, and the prices offezed for Irish farm produce have been con- 
siderably increased. The latter concession is said to be necessary 
to prevent the diversion of Irish livestock to the Continent. This 
may be so. But the great bulk of Irish exports always have been, 
and still are, sent to this country, and there is no doubt that 
in the long run their quantity must be greatly increased, not 
diminished, if Eire is to redress its adverse balance of payments 
and raise internal prosperity. In these circumstances it is a pity 
that Britain has not asked Eire to take more positive steps to 
increase exports of farm produce to Britain—for. instance, by 
imposing much more stringent domestic rationing, a step which 
the Irish Ministers seemed at one time prepared to take. . 

In any event, the successful outcome of the trade talks should 
assist Mr de Valera’s party, the Fianna Fail, in the. general 
election which is to be held in Eire in the New Year. Some boost 
fer his party is badly needed. It has suffered a serious reverse 
in the recent by-elect’ons, two of which wefe won by: the new 
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Republican Party, whose policy is more romantical-y nationg 
even than Mr de Valera himself. It is now thought unlikely 
Fianna Fail, who have been continuously in power for fi 
years, will again get a clear majority. To date, Mr de Valero } 
succeeded in avoiding serious enemies on his left, but a Coalition 
Government of the Republican Party and Labour now becumnes 
a real possibility, Such a combination would be less likely y 
follow a rational trade and economic policy than Fianna Fai, 
and Britain may find itself, after the many years of mutual hog. 
tility, in the strange position of wishing success to Mr de Velera— 
a twist of events which is not without its good points as wel] 
as its irony. rn : i ; 


Dishonourable Members 


Comment on what has come to be known as the Allighan 
case is not only superfiuous. It is also unseemly, for the House 
of Commons itself, sitting in a judicial capacity, has passed 
judgment and pronounced sentence, and Mr All:ghan, Labour 
MP for Gravesend, ceases to be a member of Parliament. But 
since the case will be cited as a precedent in future. histories 
of Parliament—its constitution, procedure and powers—it is worth 
placing on the record exactly what the House of Commons 
decided in his case and how it differed from that of Mr Evelyn 
Walkden, Labour MP for Doncaster. 

The Government asked the House to approve four motions 
in regard to Mr Allighan. The first was that he was guilty of 
gross contempt of the House because of an article which he had 
written and which appeared in the World’s Press News, making 
unfounded charges against the conduct of members of Parlia- 
ment. This article had been referred to the Committee of Privi- 
leges, and the second charge against Mr Allighan was that he 
was guilty of grave contempt of the House in misleading the 
Committee when giving evidence before it. Both these motions 
were carried by the House nem con. The third motion, however, 
was more complicated and led to considerable argument. The 
House was asked to approve that, in corruptly accepting payment 
for the disclosure of information about matters relating to future 
proceedings of Parliament, Mr Allighan was guilty of dishonour- 
able conduct and deserved to be severely punished. It was this 
charge alone that also applied to Mr Walkden. 

Ir will be noted that in framing this motion the Government 
explicitly did not endorse the majority view of the Committee of 
Privileges—that the disclosure for payment of confidential infor- 
mation relating to a party meeting might in some circumstances 
be a breach of privilege. In this motion there was, therefore, no 
question of contempt or breach of privilege, and some members 
consequently argued that the motion should not be carried. 
Felony automatically vacates a seat. Misdemeanour is a ground 
for expulsion. Contempt and breach of privilege are offences 
against recognised laws of parliamentary conduct and are punish- 
able. But is dishonourable conduct ? The majority view, taken 
after a free vote, was that it 's and that in proceeding on this 
charge against both Mr Allighan and Mr Walkden the House 
was adopting the same attitude towards a member as any pro- 
fession exercises with regard to professional misconduct by any of 
its members. 

The fourth motion related to the punishment to be imposed. 
The Government’s proposal that Mr Allighan should be sus- 
pended for six months was defeated by 175 votes to 75, and an 
amendment substituted that he should be expelled. The punish- 
ment for Mr Walkden’s smaller offence—dishonourable conduct 
—was, however, limited to a severe reprimand. 


* * * 


Whose Chores in Palestine ? 


Mr Bevin, soon after taking office, was incautious enough 
to stake his reputation on solving the Palestine problem. America’s 
spokesmen seem bent on ensuring that they shall have no reputa- 
tions to lose. The performance of the major World Power in the 
Palestine Committee of the United Nations is depressing for those 
who want to see leadership at the top and a world well run. 
America’s steady evasion of the question how partition is to “be 
enforced, joiried to partisan insistence on a plan requiring en- 
forcement, culminated last Friday at a closed meeting of the Com- 
mittee in modified proposals, afterwards revealed by Mr Herschel 
Johnson at a press conference. 

These were that the transition period in the partition plan of 
the Special Committee should be shortened from two years 10 
8 months, so as to enable the British to speed up their withdrawal 
and, while withdrawing, 10 catry out the partition scheme. This 
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would then become effective on July rst next year. This 
fashion of dismissing partition as a minor chore, to 

the housekeeper on the way out of the house, is i 
than frivolous. It is not made more realistic by the additional 
proposal that, instead of the international gendarmerie originally 
suggested by America, a three-man commission of the United 
Nations should go to Palestine to advise the British during this 
period. What could be done by such a commission without 
responsibility? It could only exacerbate tension and stiffen the 
obstinacy of the parties whom the British were trying to reconcile, 
It is not good advice which has been wanting in Palestine. 

The British Government will have no difficulty in pointing out 
the flaws in these proposals. But it is to be hoped that in so 
doing they will not, as some British comment has already done, 
stress the time which it will take, as a mere matter of logistics, 
to get the British forces out. The forces can still be in Palestine 
and yet be not responsible for internal security there, So long 
as they are there, they will look after their own security in their 
chosen areas of concentration, but there is no reason why that 
should hold up the transfer of respons.bility to Palestinian forces, 
The Soviet delegate’s improvement on the. American proposals, 
which would terminate the Mandate before 1948, and leave the 

ecurity Council in charge for a transitional period of one year, 
would introduce the veto into an issue which is already intractable 
enough. But, however impracticable, it does suggest further good 
cause why Britain should not plead administrative difficulties as 
a reason for delay. 

The fact must now be faced that the United Nations may very 
well end their discussions of Palestine by recommending a parti- 
tion scheme, which they will, however, simply Jeave rhe’ British 
to enforce. This would be the most unhelpful contribution, they 
could possibly make, since it would deprive the Mandatory Power 
of all the advantage to be gained in negotiations with Jews and 
Arabs influenced by the prospect of its own impending with- 
drawal. Instead of being able to move step by step towards the 
transfer of power, with complete freedom. to make any adjust- 
ments which might at any stage offer hope of agreement, it would 
have its every move measured against a rigid scheme, Any 
departure from the scheme in the interests of co-operation would 
be criticised as being in conflict with the will of the United 
Nations. The temptation would be strong for the aggrieved party 
to try to enforce what the United Nations had failed to enforce, 
thus starting the bloodshed which there might still be a hope of 
avoiding. 


i 


gg 


* * * 


Programme of Withdrawal 


Partition is in danger of becoming a slogan. The Zionists are 
for it and the Arabs against it, and nobody stops to consider 
what it is. If it means division of Palestine into two sovereign 
sates, then the United Nations majority scheme is not a scheme 
of partition at all. Its Arab “state” would have no economic 
basis of existence, while the territorial interlocking and the pro- 
vision of economic union of the two states, if adhered to, would 
effectively dispose of sovereignty. The advantage that a practical 
programme of British withdrawal has over all plans and solutions 
is that it is empirical. At every stage thete is always the choice, 
for either party, between co-operation or acquiescence and non- 
co-operation or rejection. And at every stage this choice has 
certain practical consequences which, as they accumulate towards 
the date of withdrawal, will ultimately make the difference between 
a partitioned and a unitary Palestine. They will also make the 
difference between order and disorder, : 

Whatever the United Nations may recommend, if they fail to 
provide an altecnative non-Palestin.an authority to which power 
may be handed over, Britain will have to work out ‘ts own pro- 
gramme of withdrawal. This will be a major operation which, as 
the Indian precedent should best be carried out on the 
spot by a special mission or a single commissioner of high stand- 
ing. Unless evacuation were to be a surrender to chaos, it would 
-be necessary—again as in India—to set up some provisional 
Government representing both sides, in which some special voting 
procedure would have to be devised to cient poem 
deadlocks—per adding a proporuon iti official 
members. fade would be transitional, and its existence 
would in no way imply that the future Palestine was to. be 
governed by a binational authority in Jerusalem, If the Arabs 
chose the Mufti, it would be necessary to allow him back into 
Palestine. Distasteful though this might be for those who re- 
gnember his past, it would be better than having him make 
mischief in Cairo or Damascus. The responsibility for deciding 


how—or whether—Palestine should be divided, and of facing the 


3 
consequences of a failure to decide, could then be squarely placed 
A programme of this kind should not be too rigid. The essence 
of it is that nothing is imposed—uniess by the Arabs or Jews 
themselves. . If all fails, and Arab or Jewssh force is finally used, 
then it should not be through any prejudgment by the British of 
the basic communal issues. " 


* * x 


Flaws in the Arab League 


If proof be needed of the inability of Arabs to sink theif 
internal quarrels in order to present a united front over Palestine, 
it is amply to be had in the decision of the Syrian Government tO 
pick a quarrei with the Jebel Druse at this moment. The Druse 
sect Occupies a strategic ition of the utmost importance and 
value on the Palestinian er. Its hard core—containing its 
chief religious leaders and its chief warrior and political figure- 
heads of the Atrache family—lives in the Jebel, or mountain 
citadel, which commands the upland plateau on which the Syrian, 
Palestinian and Transjordanian frontiers meet. Here the Druses 
number perhaps $7,000. Farther west, Druse settlements, con- 
taining nearly as many inhabitants again, stretch alotig the frontier 
s.opes of Mount Hermon and into the southern Lebanon. Druse 
fighting qualities are proverbial. They were a, match for the 
French Army in a rebellion of 1925 ; they are. the toughest stra'n 
in Syria. They are self-reliant and insular, They possess, at the 
moment, excellent small arms equipment and even anti-tank guns, 
which they secured during the confusion that accompanied the 
French departure in 1945. Their value woud be great in. any 
attack on Palestine. Their nuisance value would be equally great 
in the event of operations in the area they inhabit by armics with 
which they are not friendly 

The Druses have never readily acknowledged the Damascus 
Government. In particular, the Atraches cherish a. permanent 
disdain for town-bred politicians. Nevertheless, they have jately 
borne with them, and took part willing:y enough in the Syrian 
clections of last July. In these, to the chagrin of Damascus, the 
Atraches beat by a two-thirds majority the less feudal and more 
amenable party sponsored by the Central Government. 

The Damascus Government; undeterred, it seems, by any 
thoughts about the need for security and solidarity on the Pales- 
tinian border, chose the last week of October as the moment to 
announce the annulmenr of the Druse elections and the holding 
of a fresh poli. The Atrache Party retaliated by cutting all tele- 
phone lines with Damascus, by digging trenches across the main 
road into their territory, and by threatening to fight any force 
sent to organise a new vote. The Atrache Party declares that, if 
this 1s Damascus policy, nothing will induce the Druses to fight 
alongside the Syrian Army for the present. 

A motive more ill-judged and more parochial than that which 
prompted the Syrian Government to act in this way could hardly 
be imagined. Only a week earlier it was closeted in the Lebanon 
with its Arab League colleagues promising military action or 3 
united front. What future has the Arab League if the home 
policy of its individual members, let alone the jealousies between 
its member states, disrupts every plan to which it lays its hand ? 


* x * 


The Commons and Labour Control 


Criticisms of the Control of Engagement Order, debated in 
the House of Commons on Monday at the instance of some of 
the Government’s own back-benchers, carry more weight when 
they are directed, not so much against the so-called “ totalitarian 
tendencies ” of the Government, as against the limited effective- 
ness of the Order as a means of redistributing manpower and the 
lack of policy which has led to its introduction. In the first place, 
it was clearly foolish to abandon prematurely an Order which at 
its lowest provided a useful register of workers and at its highest 
would have enabled the Government to guide workers into 
essential trades. But having dropped the Control of Engagement 
Order and proclaimed the horrors of peacetime direction of 
labour, the Government put nothing in its place. Had it been 
prepared to follow the policy of incentives, which was actuatly 
agreed at the Margate Labour Party conference, and had it 
exerted its influence to speed up what Mr Isaacs referred to in 
the debate as the “ too slow play of economic forces,” the essential 
industries might not now be so starved of labour, and the need for 
the present measures would never have arisen. ot 

Little of concrete value emerged from the debate—though the 
reduction in the Government’s usual majority was interesting— 


754 


for it was largely concerned with the farure dangers of direction 
as an instrument of peacetime policy. There was, however, the 
now familiar reiteration of the Government’s desire to avoid using 
compulsion and to rely on voluntary methods. It was also 
intetesting to learn that the powers of direction have not in fact 
yet been applied although the Order has been in force for a 


month, and rhe figures given of recruitment to the textile industries . 


were encouraging. The average weekly intake has increased from 
892 before the Order to 2.894 after its introduction, without any 
use of direction. It is, of course, too early to form any estimate 
about the effects of the Order in industry generally. © It is, 
however, certain that the Ministry of Labour will meet with very 
much less smooth sailing when it comes to deal with the workers 
from the “non essential ” industries and occupations—the pools, 
gambling houses, night clubs and other activities which gener:cally 
are said to belong to the spivs. The main obstacle will un- 
doubtedly arise over trade union membership, which provides 
an easy loophole for evasion. Mr Isaacs’s reply on this point 
was far from elucidating. 


x * * 


Narrow Squeak on Basic 


Mr Boyd-Carpenter nearly pulled it off. His plea for the 
basic petrol ration must have caught the Government whips 
unaware, or at least only partially aware, of the strength of 
opposition on their own as well as the Conservative benches ; 
even so, its mear-success in these days of steamroller majorities 
must have cheered him considerably. None of the points he 
made, apart perhaps from his championship of the motor cyclist, 
were actually new to the controversy. The discrimination which 
flattens by a 100 per cent prohibition one form, and one form 
only, of the individual’s chosen expenditure ; the question-begging 
use Of the expression “ pleasure motoring” (or, as Mr Gaitskell 
has elegantly put it, “gadding about”), the refusal to consult 
either the motoring associations or the Petroleum Board; the 
incredible shilly-shallying evidenced in successive Government 
announcements ; these are matters which can bear repeated 
emphasis. 

Nevertheless the Government's decision to remain firm is 
difficult in principle to oppose, whatever criticism may be brought 
against their obvious ineptitude in handling the whole question. 
Even if the dollars actually saved fall far short of the estimate 
of thirty-six million dollars produced by Mr Gaitskell, a dollar 
saved is a dollar saved, and in these days that at least is some- 
thing. Moreover, as Mr Gaitskell took the occasion to point 
out, dollar saving is not by any means the whole issue. Petrol 
imported from non-dollar sources has still to be paid for, and 
any reduction in imports is ‘bound to save some foreign currency, 
and to assist in the battle of the balance’ of payments. Moreover 
any saving that we fail to make by the petrol cut will-ultimately 
mean an increase in food cuts.. No answer was, however, returned 
to Mr Boyd-Carpenter’s eminently reasonable request for in- 
formation on the directives issued to local petroleum offices about 
the grounds on which supplementary rations are to be granted. 
Ominous evidences of. inconsistency are not lacking. Church- 
going for instance (and social calls on) the way) constitutes a 
ground for granting petrol ; shopping (under certain unspecified 
distances) does not. A detailed sstatement*would not merely save 
car-owners a lot of uncertainty, disappointment and actual loss— 
an advantage for which the Govérnment presumably does not 
care a Shinwell—but would.also ease the work of the frenzied 
and nearly-submerged regional petroleum officers, and, by giving 
them a little time to consider, enable them to avoid some of the 
anomalies which are accumulating to their discredit. et 
the Government has laid up for itself a quite astonishing fund 
of ill-will. 


* * * 
Kashmir Crisis 


The Indian troops sent by air to Kashmir have so far suc- 
ceeded in holding the approaches to Srinagar and its airfield 
against the invading Pathan tribesmen and their Kashmiri rebel 
allies. Meanwhile relations between the Pakistan and Indian 


; remain tense ; the P. osals, which require 
withdrawal of the Indian troops from ir, immobilisation 
of the Kashmir troops and suspension of Sheikh Abdullah’s 


of 
Government, have been rejected by New Delhi. 

It is agreed between the two Dominions that the destiny of 

under neutral at Mr ‘Nehru has not tried to take his 

as 


Maharaja's nhotice ‘at bog 


‘programme, advanced its position and now holds 
‘pared with 3 previously. The extreme parties of both right and 
‘left suffered considerable losses 
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putting the matter beyond dispute, for the right of ats te 
dispose of their subjects in this way is repudiated on pale 
by Congress, even though it was formally accepted in the parti. 
tion agreement. After what has happened in Kashmir, 

it will not be easy to ascertain the people’s will. Simply on 
tatio ot Moslems to non-Moslems—nearly 80 per cent—the 
might be expected to adhere to Pakistan. But the 

for constitutional reform in the State—the “ National Conlerentgy 
led by Sheikh Abdullah—has been built up with Moslems, 

and Sikhs in its ranks ; it is strong in the towns and is opposed 
to the Moslem League, which has influence mainly among the 
hillmen and poorer peasanis. 

Sheikh Abdullah has now been charged by the Maharijgil 
who cautlously remains im the Hindu stronghold of Jammy. 
with forming a Government in Srinagar and power has this 
been transferred to hands which are no longer exclusively Hindi, 
Sheikh Abdullah has avoided taking a definite line on the choice 
between India and Pakistan ; he says it is for the people to decide. 
He is doubtless conscious of the fact that Kashmir can carry on 
a sort of political auction and invite bids from both sides. The 
Pakistan leaders dislike him, as they dislike al] “ traitor ” Moslems, 
and maintain that no referendum should be held without 3 
widening of the present restricted franchise in Kashmir, for the 
hold of the Moslem League is strongest on classes now outside 


the electoral list. But in spite of the difficulties, a plebiscite Seems . 


to afford the best hope of a peaceful ‘solution of the issue. 


* * * 


‘Last Thoughts on Burma > 


Mr Henderson’s reply to Mr Churchill’s rather inflammatory 
criticisms of the Government’s policy in Burma did little to 
dispel more level-headed anxiety about two things : the future 
of British commerciai and financial interests in Burma and the 
limits to be set to the tactic of meeting political difficulties by 
setting a date by which British Ministers rurn their backs on them. 
The economic prospects are reviewed in an article elsewhere in 
this issue (p. 763). They cannot be lightly passed over, for British 
investments and a debt of £30 million are involved. 

On the political question it is necessary to qualify praise for 
the friendliness with which the Burmese leaders begin the new 
era by a reminder that threats were used to hasten the British 
decision to withdraw. It is arguable whether or not the Burmese 
might have accepted, at one stage, Dominion status ; but there 
is no doubr that the elections to the present Constituent Assembly 
were held under threat from Aung San’s private army. Their 
results were, in fact, as much a foregone conclusion as one or two 
recent elections in Eastern Europe. For the future, experience 
should bring wisdom and tolerance to the new Government, but 
the totalitarian tendencies are there. 

Mr Churchill would have been on stronger ground had he 
said less in recriminatjon about the past and more about the possi- 
bility of similar difficulties arising in other parts of the Empire, for 
example in Malaya. It is not.difhcul: to. raise terrorist groups in 
Asiatic countries, and recent British policy in Burma might well 
seem t0 some agitators an invitation to more ambitious activity. 
“A date for withdrawal” makes a very useful slogan for the 
other side. 

* * * 


Dane Meets Dane 

The resignation this week of the Danish Prime Minister, Mr 
Knud Kristensen, is a public-spirited act which should afford a 
way out of the political deadlock which the elections to the Lower 
House on October 28th failed to solve. For it was Mr Kristensen’s 
policy on South Schleswig which caused his government’s fall 
and brought on the elections. Yet, in so far as the votes of his 
party, the Agrarians (Venstre), have increased by 96,000 © 
$75,000 and its seats from 38 to 49, this policy has met with 
wider popular support than was expected. 

The results belied Social Democrat hopes. Gaining 834,000 
votes compared with 672,000 in the elections two years ago, and 
57 seats against 48, they failed to obtain a working majority. 
the other parties, only the League’ of Justice, ee ee 

seats com- 


The Communist vote fell from 
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vores fell only from. 167,000 to 144,000, still have sufficient strength 
with ro seats to hold the balance in this Parliament ag in the last. 

The basic differences between the main parties were thus 
merely clarified by the elections, and the parties confirmed in their 
adherence to them. All desire a coalition, since none could share 
in the Government without it. But each desires it on its own 
terms. And those terms cancel one another out—or did so until 
Mc Kristensen resigned. It is the Radicals who, having forced 
the election in the first place, have now deprived the Agrarians 
of their chances of a further term of office. For this would be 
impossible without the backing of the Radicals, who will not 
support Mr Kristensen. They are now likely to support the Social 
Democrats. But whether the new Danish Government is entirely 
Social Democrat or, as is widely recommended, a broad coalition 
under their leadership with Mr Kristensen excluded remains to 
be seen. 


oa * * 


Unravelling the Red Tape 


It is a well-known and lamentable fact that exhortations and 
incentives offered to manufacturers to concentrate on export 
markets have very largely failed of their full effect not—as yet— 
because the seller’s market is over, not because profits are too 
low, but simply because, harassing as are the formalities of 
home commerce, those involved in the simplest export transaction 
are a great deal worse. Exporters, indeed, have to hack their way 
through even more red tape than do importers; the actual expense 
and loss of time involved are often more than any business man 
can be reasonably expected to face. Particularly where the ex- 
ports concerned are of a speciality or fashion type—the dollar 
earners par excellence—the controls in their existing form, and 
particularly the system of allocations, constitute a very real 
obstacle to progress and penalty on initiative. 

The proposed working party on forms and procedure generally, 
announced last week by Mr Harold Wilson, will be particularly 
welcome to the export trade, as will the measure of decentralisa- 
tion involved in the setting up of regional export committees. 
But it is not only the exporter who needs disentangling. A 
spokesman for the fishing industry has Jately announced—pre- 
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sumably with a certain amount of hyperbole—that the fishermen 
can deliver either forms or fish, but not both, and the Government 
must choose ; the complaint of the farmer is perennial ; while the 
hopes both of these and of.other producers have been raised 
by. the signal success of the departmental attack.on forms. for 
builders, which (as reported in evidence to the Select. Committee 
on Estimates) reduced the number of documents to be filled in 
in the course of a twelvemonth by some 70 per cent. Even if 
equally spectacular improvements cannot be achieved everywhere, 
every little helps. Any unravelling that may be accomplished 
will be especially welcome to the small firm, which is now get- 
ting a disastrously raw deal in almost every respect. It is easier 
to negotiate with b‘g combines or with associations on which the 
small man has little say ; the big firm is a tidier and more dignified 
economic entity; its leaders are established big men whose 
interests and opinions are likely to be treated with respect. The 
small man cannot afford to employ a specialist in form-filling and 
im contact work ; he gets “concentrated,” put at the end of the 
queue for. allocations, and generally overlooked. This is short- 
sighted, even in crisis. At any given moment any given small firm 
may be unimportant ; so is any given sapling in a forest of full- 
grown trees. But today’s sapling may be tomorrow’s timber. Not 
the least disadvantage of the over-controlled, red-tape-enwrapped 
economy of today is the way in which it discriminates against its 
own dynamic elements. 


© * * 


Continuity in Housing 


The watchword of the revised housing programme is “ con- 
tinuity.” No sudden changes are to be made, and existing build- 
ings and contracts are to goon. This attitude is visible through- 
out the circular sent to local authorities by the Minister of Health 
at the end of last week. 

The arrangements . . . are intended to promote speedy com- 
pletion and occupation of houses and to mark the Government’s 
sense of the need for continuity. . .... Most local authorities have 
enough work in hand to keep them busy for the mext year at least. 
Such phrases crush any lingering hopes that performance 

might be more ruthless than premise. With their local electors 
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‘in mind it is obvious that few local authorities will do more than 
the minimum scaling down of their plans. The Ministry, it is 
true, suggest a number of ways of concentrating work in order 
to accelerate the numbers of houses to be completed, but their 
suggestions are matters of ordinary routine, which any sensible 
local authority should have thought of already. Even for future 
contracts there are to be no drastic changes, and the restrictions 
in timber imports in 1948 are not expected to affect the number 
of houses built in 1948, since the timber for these is already 


available. Mr Bevan’s victory appears to be more complete than 
ever. 
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There were at the end of September 71,000 houses already 
roofed, and of these 31,000 had been plastered. This situation 
is reflected in the marked upward turn in the numbers of houses 
completed during that month. Until then, July was the month 
with the highest number of houses completed by local authorities 
—8,333. In September local authorities completed 10,337.* 

is is an improvement, though still out of step with the con- 
unued rise of houses under construction. . Full figures are given 
in the Records and Statistics Supplement. 


x = * 


War Damage 


On Monday the War Damage Commission pays out some 
£100 million, this being its first substantial issue of what are 
known as value payments. The fecipients arc those whose 
premises have been completely destroyed by enemy action and 
they receive the prewar value of their premises pius an incre- 
ment of 45 per cent. They do not, however, comprise the total 
of those whose premises were similarly lost in this war. The 
claimants to another £70 million are not included in this dis- 
bursement simply because they haye'so far failed to agree among 
themselves how the money in each case shall be shared between 
the owners of the various interests im each piece of land. Further, 
those whose destroyed buildings were houses of 1914 construc- 
tion, or later, are entitled to a cost-of-works payment ; thar is, 
they are entitled to have their house rebuilt and to be indemnified 
by the Commission against the cost of so doing. There were 
40,000 in this category and in. the cases of 32,200 of them the 
Commission has already approved the plan, specification and 
price for the new house, : : 

It is still impossible to calculate the total cost of the war in 
material damage to property in Great Britain and Northern Ire- 
land. Cost-of-works payments made and value payments notified 
total nearly £600 million. The receipts from property owners’ war 
damage contributions totalled £200 million, so already the State 
stands to find £400 million. The extent of the remaining liability, 
mainly cost-of-works repairs, depends very much on when the 
work can be done. In July Mr. Glenvil Hall.gave £60 million 
= an estimate of the remaining liability. It is not likely to be 

Next .week’s payment is a Government decision. . Last year 
the Chancellor promised that value payments would be made 
in 1947. No-one can say that a payment in November is an 
excessively early discharge of that promise. Nor can anyone 
The claimants have suffered loss of capital and income since 

*Cmd. 7242, 7243. 
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the damage was done, in many cases seven years ago, and it jg 
unfair to single out any one class of property owner even for such 
a mild penalty as the compulsory saving of his capital by Govern. 
ment decision. Yet the fact remains that this £100 million pay. 
ment, except in so far as it is used to repay bank loans, can at 
this moment have nothing but an inflationary effect. It is im. 
possible for the majority of the recipients at present to 
spend it on building. It is not particularly desirable that al} 
of them should. Yer their purchasing power is imcreased by the 
amount of the total disbursement and not all of them may 
immediately reinvest it in government securities. In one way 
the payment is a test of the National Savings Campaign. It is 
difficult to imagine any set of people to whora the argumenis for 
saving should today have a stronger inherent appeal. The resul 
in. the savings figures for the next fortnight or so will be inter- 
esting, whichever way it goes. 


Shorter Notes 


On Monday representatives of thirteen governments begin 
work in Brussels on a study of how a customs union for Europe 
might be formed. Norway and Sweden still take towards this 
idea the very cautious view that they took during the Paris 
economic conference two months ago, and will send only 
observers ; but it is a gain that the Swiss will take part and that 
the British Dominions will be represented by observers. This 
first meeting is expected to last about a weck and to result in the 
formation of expert committees to plan and develop the study, 
They would do well if they finished their work im three years, 
Meanwhile, much has been done in London to work out various 
ways in which Britain, as a European and a Commonwealth 
Power, could take part in customs unions. The problems that 
have arisen are numerous and complex ; and it is already clear that, 
however desirable customs unions may be as long-term objectives, 
the effort to achieve them can have little relevance to the present 
economic difficulties of this and other countries. 

* 


The worse the economic plight of this country the greater the 
pressure which will come from those wishing to emigrate to less 
austere parts of the world. This pressure was much in evidence 
during the debate on emigration in the House of Lords on Wed- 
nesday. Increasing pressure is also coming from the Dominions, 
whose difficulties in meeting the demands for skilled craftsmen 
and technicians are as acute ag,in this country. The Government 
still adhere to the principle of free movement, and rightly, but 
they must be privately thankful that shipping shortages make it 
impossible to turn principle into more than a trickle of practice. 

* 


In a chart on page 714 of The Economist last week, the fats 
ration was shown as dropping from 7 ounces a week to 6 ounces 
in 1946. This is incorrect. In March, 1946, the ration of cooking 
fats was reduced from 2 ounces a week to 1 ounce, bringing the 
tota} fats ration down to 7 ounces, at which amount it has since 


remained. 
o& 


The appeal of Mr Higgins, landlord of the Cock Hotel, Epping, 
who was convicted at Essex Quarter Sessions last summer of 
failing to supply a traveller with refreshment, has been allowed 
by the Court of Criminal Appeal. In a reserved judgment, the 
Appeal Court held that the directions on law given to the jury 
during the course of the trial were not sufficiently accurate to 
allow the jury’s verdict to stand. Accordingly the conviction 
was quashed. ; 


. 


The Economist’s.. Annual 
Banking Number 


will form part of next week's issue of 
RECORDS. AN D. STATISTI CS. =. 
Supplement to The Economist 
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Letters to 
Local Financial’ Reform 


Sir,—In your comments on the valuation provisions of the 
new Local Government Bill, which seems on the whole to be a 
very competent piece of workmanship, are you not a little over- 
suspicious ? : 

Ir has surely to be recognised that in these days of almost 
universal rent restriction and widespread subsidisation, the rent 
of a house has altogether ceased to be a generally applicable 
measure of the value of the services which a house is capable of 
rendering to its occupier. If it is this value which we desire to 
tax (and on this fundamental principle the Bill evidently intends 
to make no break with tradition), we must, for large classes of 
houses, be prepared to rely upon indirect, rather than direct, 
evidence, That is what, in fact, has been happening ; but because 
there have been no fitm rules in the matter, there has been’ no 
clear guidance as to the type of evidence which should be 
decisive in each particular case. This has been one of the main 
causes of inequalities and arbitrary assessments. Now the Bill 
is seeking to prescribe such rules; by distinguishing different 
classes of houses, and laying down the type of evidence which 
should be decisive for each class, it should surely make for 
objectivity and for fairness, provided that the types of evidence 
to be preferred for the various classes are broadly consistent with 


’ one another. 


Save on one point, it looks to us as if the rules which have 
been proposed do have this sort of broad consistency. To base 
the valuation on values at a single particular date will make for 
consistency, though it is unfortunate; (of, course’ it is obviously 
inevitable) that the base date has to be so remote in time as 
1938 will have become by the time the first revaluation under the 
new scheme.is completed in 1952. In any.case, it is to be hoped 
that the authorities do not envisage the 1938 basis as a permanency. 
It will be just as important to revise the valuation base date from 
time to time as it is to revise the basis of the cost-of-living index. 

The one point where the scheme does involve some element of 
discrimination is with respect to the provisions about site values. 
The valuation of council houses is to be based. upon 1938 con- 
struction cost and 1938 site values, while that of other “small” 
post-1919 houses is to be based on 1938 construction costs and 
current site values. In practice, one would guess that this pro- 
vision will be most important in its bearing on the valuation of. 
such houses as may be put up by the private builder in the future 
(perhaps the near future), One can well understand that the 
estimation of 1938 site values for the council houses now being 
erected has been judged to be a practical proposition, while the 
estimation of 1938 site values for houses to be erected by the 
private builder (“ you can’t tell where he might put them ”) has 
been thought to be less possible. Yet since the current site values 
are likely to be systematically higher than 1938 values—it should 
be noted that direction is given to ignore development charges 
under the Town and Country Planning Act—this does seem to 
involve some real discrimination.. Would it be impossible to 
write down the site values of non-council houses by a percentage 
based upon the general rise in site values in the locality, and thus 
put all “ small” houses on what would be substantially the same 
footing ?—Yours faithfully, J. R. Hicks 

151 Woodstock Road, Oxford Ursuta K. Hicks 


Should Electricity be Taxed ? 


Sir,—Surely the main point that emerges from the article is 
the unreal basis on ‘which depreciation of plant is measured— 
a fault that is by no means confined to electricity companies. 

If depreciation was based upon replacement cost instead of the 
out-of-date and wholly artificial basis of past cost, Current pro- 
duction costs would be faithfully reflected in the price per unit. 

This point is particularly important to companies whose total 
assets consist of a very high percentage of fixed capital in relation 
to floating capital. Perhaps, this is most marked in the case of 
Statutory companies like electricity, gas, water and railways, etc., 
where the companies concerned do not possess the same freedom 
of action to build up reserves out of revenue, as companies 
incorporated under the Companies Act, 1929:—Yours faithfully, 


R. W. Moon 
University College, Oxford 
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the Editor 
End of Act Two 


Stir,—Mr Timms is an Oxford man, and (to judge from his 
letter) a socialist. It is of little importance to me (and, I suspect, 
to many of your readers) whether or not a vote in the Cambridge 
Union, hostile to the Labour Government, has any political 
significance for the country. I can hardly quarrel with anyone 
who asserts that it has none. I (unlike Mr Timms) adhere to 
no political party, and would have gladly seen the vote go either 
way. But I cannot remain unmoved by the strictures which Mr 
Timms implies against the integrity, sagacity, and general intel- 
ligence’ of those who attend debates at the Cambridge Union. 

Mr Timms says “doubtless you would have preferred the 
Oxford figures if they had been available in time.” He then goes 
on to give what seem to me some very cogent reasons why you 
should not have preferred the Oxford figures. I cannot quarrel 
with Mr Timms’s analysis of the Oxford debates; what I find 
very hard to swallow is the implication that his analysis applies 
also to the Cambridge Union. 

So far as my own observations go, I should say that there is 
a large number of intelligent. members of the Cambridge Union 
who are not misled by oratorical virtuosity, but who vote on the 
merits of the case as presented by the speakers and as they under- 
stand it from their own sources of information. A man who is 
good “entertainment value” (to use Mr Timms’s. expression) 
certainly gives great enjoyment. But if his task is to get as 
many votes as possible, he makes that task harder, since his 
sincerity may well become suspect. It may be, as Mr Timms 
séems to think, that we are‘ all very gullible, and mistake rhetoric 
for Sincerity. But since the majority of members at the moment 
are both scholars and ex-service men, it seems likely that they, 
as an audience, are far less gullible than most political audiences 
in this country. Mr Timms would:perhaps be surprised to know 
how well they receive a moderate and reasoned speech. And if 
they do not all sit through the debate to the bitter end ; well, 
many of them have work to do, and many of the speakers from 
the floor are beginners. 

Perhaps this very lack of gullibility disqualifies the Cambridge 
Union as a political barometer. But this was not Mr Timms’s 
argument. Many others hold that what thinking people think 
today is thought by the unthinking tomorrow.—Yours faithfully, 


R. C. M. Youna, President, 


Cambridge Cambridge Union Society 


From The Economist of 1847 


November 6, 1847 

Majorities can be in error, and minorities can be right. In 
fact, improvements in Government, as well as in mechanics, 
begin with individuals. They are at first the conception of 
a single mind. In 1819 the great majority of our community 
was opposed to parliamentary reform, and duly sanctioned— 
by the authority of King, Lords, and Commons—that little 
massacre at Manchester, which in due season led to the Act 
of 1832. Swollen with pride, confident in. their strength— 
there being no power on earth capable of offering resistance 
to a great majority—the more numerous are majorities the 
more likely are they to conclude, with Mr Carlyle, that might 
is right, and that what it resolves has the sanction of divine 
authority. We need not, however, quote numerous examples 
from history to prove that minorities are very often right, 
and majorities wrong. former are hot justi in sub- 
mitting to, nor the latter in enforcing, af erroneous decree. 
To assume, therefore, that the Diet in Switzerland is right, 
because it has the majority on its side, is to beg the question. 
Practical politicians, however, know that the government of 
political societies is not carried on either in obedience to the 
will of the majority, or on any such abstract principles. as 
those we have been discussing. Laws, whoever may be the 
law-givers, are always made in conformity to the pre-existing 
usages of society, and to its preserit habits, which are rather 
felt and acted on than studied and consulted. No Jaws can 
be enforced, or will be obeyed, which do not conform to this 
principle, and it is a prima facie condemnation.of the men at 
present at the head of the government in Switzerland, that 
their measures, taken in a spirit of hostility to large bodies 
of their countrymen, are resolutely opposed. 





758 


Sir,—The Cambridge Un‘on’s refusal of confidence to a Labour 
Government which you adduce in support of your contention that 
“the young people” have surned against the Government. is 
surely hardly as significant as the prominence you give it would 
suggest. 

The Union Debating Society here at Cardiff expressed their 
confidence in the Government by a vote of 211 to 123, a consider- 
able increase in support for the Government over last year, when 
the vote was 164 (for), 117 against. 

It may be that Mr Ness Edwards was a more persuasive advo- 
cate than Mr Strachey ; but the point is that if the figures were 
taken for ali College Unions, Cambcsidge might well be found 
to represent only a minority view. It seems unwise to ignore 
the Provincial Universities ; but it is quite inexcusable to ignore 
the great mass of “ young people” who never go to a University 
at all.—Yours faithfully, NIHAL CANEKERATNE, 

Hon, Secretary, Union Debating Society, University College 
of South Wales and Monmouthshire 

Cardiff 


Political Plague 


Sir,—The letters criticising your article have been written under 
the assumption that assimilation is an “ ideal.” Refugee Worker 
seems to think it both “ comfortable ” and realistic, yet fails to 
give any evidence that at any time or period it has been successful. 
As for the specific case of England need he be reminded that there 
still exists a flourishing “Sephardic” Jewish community who 
began to settle here some 300 years ago, at the time of Cromwell. 

Further I do not understand what Refugee Worker means by 


Books and 


Capital versus Consumption 


“ Are These Hardships Necessary?’’ By Roy Harrod. Rupert 
Hart Davis. 175 pages. 5s. 

THE answer, Mr Harrod most powerfully believes, is No. 
Present troubles, and the worse things to come, are the result 
of a single gross but eminently remediable error ; that of embark- 
ing on @ programme of capital construction for which neither 
home savings nor foreign loans provided adequate backing. The 
surplus of investment over saving and the deficit on foreign 
trade account are two sides of the same co'n; disappointing as 
it may be to axe the capital programme—every one of whose items 
may be, separately, desirable—both common honesty and self- 
interest demand that the axe be applied forthwith and with more 
than Crippsian severity. This explosive essay ineconomic polemics 
was written last August in a ten-day burst of sustained and fluent 
indignation, and combines the best qualities of an elect‘on mani- 
festo and a primer of economic horse-sense. (There is a chapter, 
almost parenthetical, on the Price Mechanism, which states the 
case for free chuice versus allocation with a neatness, force and 
realism in places unsurpassed since—one is almost tempted to 
say—Adam Smith.) 

With much of the argument it is impossible to disagree ; there 
is no ever-colouring in the picture of our present discontents or 
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“racial anti-Semitism,” Racialism is only one factor in the com. 
plex problem of anti-Semitism, which is excellently analysed jn 
an essay . by. Professor tris Ginsberg in the book 
“Reason and Unreason in Society,” recently reviewed jn 
The Economist. Anti-Semitism has always existed where 
have at any time lived, Thus some 300 years after the expulsic 
of Jews from England, the “ Merchant of Venice” was wri 
a period during which, officially at any rate, Jews were not living 
in this country. Nevertheless Shakespeare, who had great insi 
into the Jewish character, was forced to pander to the 
prejudice by painting the commonly understood picture of a Jew, 
Mr Julian Badcock seems to think if only Jews would inter. 
marry, this whole problem, which is such an irritant to world 
conscience, might solve itself. It is, of course, fantastic to expect 
a nation to commit national suicide ; nobody would make such a 
suggestion except in the case of Jewry, for in all other cases it is 
well understood that no nation will voluntarily agree to its own 
dissolution, however peaceful the transition period might be, The 
whole trend of your article and correspondence shows that most 
Gentiles and many Jews do not yet realise that they are a nation 
like any other. Zionism may only have become a political force 
recemly, but its potentiality has always existed in Jewish tradition, 
ever since the enforced exodus from Palestine. When a Jewish 
State exists, the national problem of Jewry will be solved ; then 
the world will continue to eat the fruits of Jewish culture, fruits 
which would die should assimilation succeed. Moreover the 
individual Jew outside Palestine will look upon his nation as the 
Irish American looks upon his at the present time.—Youss 
faithfully, W. KoOENIGSBERGER 
70 Brondesbury Park, N.W.2 


Publications 


in the analysis of their cause. But Mr Harrod’s remedies suffer 
from a certain lack of discrimination, not to n-ention over- 
optim'sm. Productivity may indeed, in the vital short run, be 
far more rapidly increased by “filling the pipe-lines,” and 9% 
doing away with bottlenecks and with the wasteful controls which 
they make necessary, than by more impressive schemes of te 
equipment and expansion. Starving a horse to buy a new set 
of harness is poor economy. But Mr Harrod never investigates 
the possibiliry that a substantial part of that deplorcble surplus 
of capital expenditure over savings may represent not new harness 
but, so to speak, horseshoe nails—investment requ'red not merely 
to increase productivity but to prevent its actual collapse. There 
are limits to make-do-and-mend, and if the things which can fo 
longer be made-done-and-mended with are essential parts of the 
productive system, then any hardships entailed by their replace- 
ment are emphatically necessary. Savings and investment must 
indeed ‘meet : but Mr Harrod offers no proof for his proposition 
that investment should come the whole way down while nothing 
is done to bring savings up. 


Closely linked with this main argument is a plea for a Jiberal 
trade policy and the quickest possibe return to convertibility, 
coupled with a resounding attack on Dr Dalton and the dollar 
muddle of last summer. (His ensuing statistical brawl! with the 
Chancellor leaves his basic position intact, though certain out- 
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posts have had to be given up.) His arguments here are con- 
yvincing enough on certain assumptions as; to the mobility of 
resources within Britain and as to the terms of trade. Both, how- 
ever, are open to question. Classical remedies apply where 
classical conditions obiain ; fluids behave differently from. solids. 
To which Mr Harrod would doubtless reply that what this country 
needs is, precisely, a thaw. How true—but the meteorological 
indications are not hopeful. 


Longlegs and Shortlegs 


« Grandfather Longlegs.” The Life and Gallant Death of Major 
H. P. Seagrim, G.C., D.S.O., M.B.E., by Ian Morrison. 
Faber and Faber, 12s. 6d. 

Amonc the Karens of the eastern border hills of Burma three 

years ago the Japanese were “ Shortlegs” and the British were 

“Longlegs.” The title of “Grandfather” suggests advariced age, 

but its bearer was only thirty-five when he was executed by a 

Japanese firing squad at Kemmendine cemetery near Rangoon in 

September, 1944. He was Major Seagrim who stayed behind in 

the Karen country after the Japanese overran Burma and organised 

a guerrilla resistance against the conquerors which was among the 

most remarkable episodes of the war in the Far East and challenges 

comparison with the record of Lawrence of Arabia. 

The resistance of the Karens to the Japanese invaders and 
their steady loyalty to Britain during the war were in striking 
contrast to the oscillations of the Burmese and are politically ex- 
plicable by the history of the Karens as a people formerly oppressed 
by the Burmese and given security and protection by British rule 
in Burma, The Karens are primarily a hill people, though many 
of them have settled in recent times in the lowland delta of the 
Irrawaddy. What distinguishes them most from the Burmese in 
appearance, according to the author of this book, “is the expres- 
sion of the face, open, honest, lacking all guile.” To offset these 
qualities he admits that they lack initiative and are “often ex- 
tremely stupid.” They are clannish, exclusive and reserved. But 
they are capable of unshakable devotion to a man who has won 
their confidence, and this is just what Seagrim did. ‘Though 
history and politics inclined the Karens to the British side, the 
resistance described in this book would not have been possible 
but for the special personal contact which Seagrim had with the 
Karen people. 

Seagrim was the ideal guerrilla commander for this primitive 
folk. He went bare-foot in the jungle and ate all the things which 
the hillmen ate, “even rats and frogs and snakes.” He passed 
through the Japanese lines carrying neither rifle nor revolver, but 
only a couple of grenades. He never gave the Karens drill, but 
taught them always the arts of infiltration and ambush. His supply 
of modern arms was very small, and the Karens often inflicted 
casualties with their crossbows, which were effective up to seventy 
yards. Seagrim perished in the midst of the struggle and never 
lived to see its. climax“ Operation Character.” But his heroic 
fight was all the more remarkable in the circumstances of the 
period which followed the first heroic onrush of the Japanese 
through the Far East, and ir is interesting to learn or the evidence 
of an officer who knew him that he had determined to stay behind 
if the British evacuated Burma “as a matter of principle” ; also 
that he held that the British were suffering from a general lack 
of principle, for which he thought they “deserved to lose the 
war,” 


Two Facets of Fuel 


“The British Fuel and Power Industries.’’ A Report Published 
by PEP. 406 pages. 30s. 

Tuts is a formidable report on an immense subject—so formid- 
able that to show what the report is about there is first a full 
summary of contents, then fifty pages summarising the argument 
and finally five pages of conclusions. Between the summary and 
conclusions there is a mass of information of every conceivable 
kind, some of which is technical or scientific, some statistical and 
a great deal historical. And in spite of the fact that this single 
report struggles to cover the whole fuel industry since the publica- 
tion of the three separate PEP reports on Gas, the Coal Industry 
and Electricity Supply, there is a considerable quantity of detail 
which is barely relevant to the main argument. 

The trouble is that it is impossible to see the wood for the 
trees. Much of the material is extremely interesting, but a great 
deal of it is ill-digested and at places even sketchy. The effort 
of squeezing so much in has necessitated leaving so much out that 
the balance is destroyed. The conclusions tend to strike one by 
surprise and not to flow from the previous argument, so that it 





739 


is difficult to follow the sequence and to derive any firm impres- 
sion of what the report is»leading to. This is the more dis- 
appointing since ‘the standards set by PEP for itself in the past 
have been so high. The discussion of ‘the crucial question of 
price. structure is an example of this failure. It is stated that 
“The first essential is that the prices at which fuels are offered 
to the consumer should so far as possible correspond to the true 
cost of production.” This is a very important economic problem, 
and the authors may or may not be right, but no space is given 
to the discussion of alternative policies. In a planned economy 
a deliberate discrimination in favour of essential industries may 
sometimes be very desirable. 

The most interesting parts of the report are those concerned 
with the technical aspects of fuel utilisation and with two valuable 
inquiries into fuel consumption in the textile and iron and steel 
industries. The authors of the report are at home among technical 
questions: it is when they comé to political and economic ones 
that they fall down. Unfortunately for them. the report has 
appeared at a very awkward time for much of its subject matter 
ends with the end of 1945. At present the main centre of interest 
in the fuel and power industries ligs in the problems of the 
changeover from private to public ownership. The report will 
certainly make a contribution to the background of this change 
and contains valuable material. What it fails to do is to provide 
a lucid exposition of the state of the fuel industry on the eve of 
nationalisation, which might serve as a guide to the solution of its 
problems in. the future. 


“Meet the Miner.’’ By E.R. Manley. Published by the author 
3, Leeds Road, Lofthurst, near Wakefield. 120 pages. 6s. 6d 


No greater contrast between this small and unattractive looking 
book, and the PEP report could be devised. The report is large, 
handsome and ambitious, . Mr Manley’s book is small, full of 
childish pen and ink drawings and unambitious, But in spite of 
these initial disadvantages it is a really valuable contribution to 
an understanding of the problems of the coal industry. Simply 
and sympathetically it describes the daily routine of the miner 
in the mine and the isolation of his life both socially and in- 
dustrially. The descriptions of the conditions at the coal face, 
the physical and psychological strains of work underground and 
the human problems of mechanisation are vivid, and the sincerity 
of the account is very telling. Mr, Manley is a village school- 
master and he is writing for workers in other industries, The 
book does not attempt to deal with the larger problems of the 
industry, but unconsciously it does a great deal to explain why 
nationalisation cannot transform the industry overnight. To 
meet the miner is to meet an individualist. 


Shorter Notices 


“Money and Banking; A First Course.’’ By Weldon Welfling. 
F. S. Crofts, New York. 631 pages. $4.50. 


THE great changes of the interwar years, as a result of which mone- 
tary theory has ceased to be.a side-line, and has been incorporated into 
the general body of economic theory, penetrated into the text-books 
some years ago. Now, the problem is not so much to find good books 
on monetary theory as to cover the revolutionary events of the last 
few years in the monetary field without referring the student to an 
unmanageable number of original documents.and . articles, ..Mr 
Welfling’s book has ‘he great merit of not only discussing Keynesiaa 
theory in a highly competent way, but of presenting the student with 
a summary but coherent account of the financing of World War II 
and of Bretton Woods. Unfortunately for the British student the 
discussion of war financing, like the longer discussion of monetary 
and banking institutions in general, is mainly concerned with United 
States experience—this could hardly be otherwise in an American book, 
which could not conveniently have been made longer and is, indeed, 
already open to the charge of excessive length, Nevertheless, a io 
selection from it would form a very useful constituent of a British 
student’s reading. , 


“La Civilisation de 1960,’’ By Jean Fovurastie. Presses Un- 
versitaires de France. 115, pages, : 


Tuis stimulating little book.is one of a popular series whose 200-0dd 
volumes deal with subjects ranging from astrophysics. through practical 
beekeeping to the Papacy; and its author would bly have felt 
quite at home as a confributor to the Today and Tomorrow library. 
His object is to trace the grand lines of world economic. evolution and 
to project them, with due warning as to the varying likelihood of 
error, up to 1960 and even beyond ; his methods are statistical, his 
reliance on theory minimal. He is h by the 


prestidigitations of Mr Colin Clark, and a certain fr naive fatalism 


raises doubts as to his judgment; but his fresh, civilised and highly 
individual approach to the economic problem is something for which 


to be grateful 


760 


AMERICAN. SURVEY oa 





Loyalty in Technicolour 


(From Our US 


HE Congressional attempt to find Communist influence in 

the cimema industry, which filled ten recent days with 
‘Techmcolour and sound effects, has lighted anew the difficulties 
which a democracy must face if it tries to discipline supposed 
subversive elements within the population and at the same time 
to cherish civil rights. 

For better or for worse, this particular attempt was under- 
taken with a wide-mouthed blunderbuss ; the air was showered 
with epithets, but the target continued to fade, Even the 
intentions of the Committee on Un-American Activities of the 
House of Representatives, which had called the hearing, became 
obscure as observers, noting that there was some difficulty in 
keeping a quorum to sit in judgment on the visiting stars, fell 
to speculating on the publicity vaiue which such a show might 
have for a chairman with Senatorial ambitions. 

But these reflections are beside the point. The attempt was 
made, and properly combatted. The cinema industry took the 
Committee’s charge of Communist infiltration with the serious- 
ness to be expected of a body dependent for its very life on 
public support. The leaders of the industry and their train of 
advisers were almost subservient in their attempts to find out 
what it was that Congress wanted said in the films. Testifying 
stars were meek or belligerent according to their individual tem- 
peraments, intelligence, or ability to-remember roles they had 
rehearsed ; some of them embarrassed the Committee by ex- 
hibiting a degree of wisdom in regard to the variants and values 
of liberal thought that is seldom found on Capitol Hill. 

In the course of the investigation half a dozen witnesses who 
tried to claim in Congressional inquiry the same safeguards that 
would have been thrown about them in a court of law were 
cited for contempt. Otherwise, any proof that they or their 
fellows were or were not Communists must be distilled from 
the record ; it did not come clear in the proceedings. That the 
show petered out towards the end was not the fault of the film 
industry ; it was the Committee which failed to understand 
the disintegrating effect of anti-climax. 

As for the public, the general feeling was expressed in a 
phrase coined by the President’s Committee on Civil Rights, 
which by happy coincidence presented their report to Mr 
Truman in the same week ; they found that “a state of near 
hysteria now threatens to inhibit the freedom of genuine 
democrats,” and recommended “a long-term campaign of 
public education to inform the people of the civil rights to 
which they are entitled and which they owe to one another.” 

The circus on Capitol Hill and the report which earnest 
thinkers presented to the White House represent the two poles 
between which American opinion on Communist activities 
within this democracy currently swings. That the two poles 
should exert an equal pull on public sympathy is perhaps too 
much to expect. That they both continue to exist is a measure 
of the present state of the national sanity. 

The pressure put-on that sanity by daily doses of vituper- 
ation on the part of Soviet and satellite representatives at Lake 
Success is of course a factor in the mounting antagonisms. The 
American tendency at first was to bristle, but usage dulls even 
the galvanic effect of Soviet invective. ‘What simmers under 
the surface is a. complex emotion of many things 
—surprise that a great Power finds it politic to discard verbal 
courtesies ; disgust at gutter tactics in international discussion ; 
a deep resentment at the perversion of words like “ freedom,” 
“ fiberty,” “ democracy ” which beat in the American blood and 
need no Russian exegesis to make them understandable ; a 
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growing weariness at the continued postponement of agreements 
which might make it possible for the world to get back on: its 
feet again. All this results in a ae of the vee attitude 
toward fellow citizens suspected of sympathy for such amti- 
pathetic ideas. . 

It is this irritation on which the government depends in its 
attempts to protect itself against internal enemies ; the oa 
of how to do it without mjuring those institutions which its 
citizens most deeply cherish is less well served. The task is 
not made easier by the fact that the most valuable and fragile of 
those institutions—freedom of speech, of assembly, of peuition, 
the right of trial by jury, security against search and seizure— 
are of course the guardian thickets in which rebels against 
authority traditionally take refuge. Communists are no ex 
tion—the dexterity they show in exploiting those ‘adcguact 
for their own purposes is notable from Lake Success to the 
newest soap box in Union Square, New York’s Hyde Park. 


* 


Attempts at solution thus far take two main lines—direct 
efforts to destroy Communist influence by exposing citizens 
who wield it, and plans for attaining the same result by 
strengthening the democracy which now finds itself in com- 
petition with Communism for the loyalty of its own citizens, 
The vast middle ground is peopled by persons of good wil! who 
would do both ; there is, of course, a lunatic penumbra which 
is still devoted to the proposition that the really vital thing is 
to trace a link between Moscow and the Roosevelt family. 

Three. government agencies have taken am active hand 
against domestic Communism this year. The House Una- 
American Activities Committee has now been given permanent 
status, with the catch-all files of the old Dies Committee to play 
with, and an elastic mandate to expose subversive activities “im 
the interests of national security. ” “The President issued fast 
March an executive order “ prescribing procedures | for the 
administration of an “employee loyalt y programme ” in the 
Executive Branch of the Government”; it was hailed with 
mixed emotions on the part of the more ee who 
observed that the order failed to define the “ reasonable 
grounds” on which persons were to be judged disloyal and to 
be dismissed ; that it failed to give to the dismissed the right 
of hearing and defence, that it set up techniques of identifica- 
tion from which this country has always shrunk as symptomatic 
of the police state. Early in October the State Department, 
feeling itself highly vulnerable as “a vital target for persons 


cman in espionage or subversion of the United States Govern- 

” declared that it would employ no one “ who constitutes 
a 2 ishity risk.” Such persons were classified in five categories, 
ranging from actual espionage to weakness of character and 
The baiting of State Department personnel 


lack of judgment. 










*“*“AMERICAN SURVEY” is drawn from three 
sources, Articles described as ‘‘ From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent "’ or ‘‘ From A Correspondent in Ohio.’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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under the fifth category made Washington merry for a week. 
Ten persons were actually dismissed, but whether for espionage 
or betting on the wrong horse was not revealed. 

The other horn of the dilemma is less adequately cushioned. 
Plans for strengthening the democracy. are quite properly in 
the hands of private groups ; some of these are unfortunately 
not always above suspicion. The President’s: Committee on 
Civil Rights recommends, in addition to a programme for com- 
batting corrosive discrimination against minorities, the creation 
of a Division of Civil Rights within the Department of Justice, 
but no action has yet been taken. 

Fortunately both courts and citizens have stronger safe- 
guards against unwarranted attacks than those which. went 
down after World War I. under. Attorney-General Palmer’s 
furious red-baiting. Neither the Fourteenth Amendment nor 
the acid test of Justice Holmes’s “ clear and present danger” 
had then been established as bulwarks to save free speech. 
Communism was then a new menace, and there has since been 
a quarter of a century of personal experience to help Americans 
in figuring out ways and means of meeting the challenge of its 
tactics and its language without doing harm to themselves. The 
struggle with Communism is as yet unresolved, but not for lack 
of knowledge of, its aims and. methods. » Whatever. their. other 
faults, the Communists have been pervasive and highly educa- 
tional. It is the labour leaders and the cinema writers, the 
welfare workers and the business men, the educators and the 
philanthropists who have by this time met Communist attempts 
to control their organisations and have learned how to handle 
them. So far, the sober influence of these sober citizens has 
managed to stifle the more spectacular types of witch-hunting 
which would make martyrs out of the merely maladroit. 


American Notes 


CEA on Foreign Aid 


The report by the Council of Economic Advisers on the 
impact of the foreign aid programme is a decidedly workmanlike 
document which can provide President Truman and his officials 
with plenty of material for the Congressional battle ahead. From 
its establishment in 1946, the CEA has been conscious that its 
mandate does not sanction the creation of yet another policy- 
making arm of government, and its recommendations have been 
presented with, perhaps, an excessive caution. But on this 
occasion specific authority as one of the three committees to 
assess the implications of continuing aid for Europe, has enabled 
the CEA to present a ‘definite |programme of action, and to 
underline the advice, given only a few weeks ago, in relation 
to the purely domestic picture. 

From the outset this report is noteworthy because it recognises 
quite simply that the right question to be asked is not—How 
much can America spare without discomfort ? but,—What does 
Europe really need, and what are the consequences of refusal ? 
And, in determining its answer, the CEA is realistic enough to 
draw a direct comparison between the relatively small volume 
of goods which may now be needed, and the huge amounts that 
were diverted by war. It declares to Congress quite bluntly that 
the price of any refusal to face a relatively modest degree of 
discomfort is, in all probability, “industrial paralysis, with the 
possibility of serious social disturbance and political reorienta- 
tion.” And it goes beyond this point to pose as alternatives, the 
inevitable loss of any hopes for world economic stability, the 
implicit risk of vastly increased military expenditures, and “ the 
serious problems of industrial readjustment, due to a drastic 
falling off in exports.” 

The conscious belief of the CEA that such industrial readjust- 
ments may not be so very far away pervades the whole of the 
present report. It is contained in the statement that the 
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American people can well expect to increase their present 
standard of living through the term of the programme for aid 
to Europe, und in the declaration that even the full grant of aid; 
right up to the levels set by Europe itself, would not bring thé 
return of a net export surplus at the peak rate touched last 
spring. For Congress in 1947, however, the CEA returns with 
eloquent iMsistence to its former declaration that “ the inflationary 
Situation, due primarily to domestic demand, would necessitate 
action for its own sake, apart from foreign aid.” 

The report declares against any general regimentation; but for 
the imposition of, selective controls .over. key. materials, for 
domestic allocation and export control, for curbs against misuse; 
for new checks on speculative activity, wherever. present scarcity, 
weights the scales unduly against the consumer, for the retention 
of the tax pattern. generally at current. levels, and for. the 
“aggressive use” of enlarged powers for the control of credit 
expansion, Wheat, steel and coal are singled out for particular 
mention. It seems reasonable to believe that, whatever may be 
the trend of the American economy six months hence, this is the 
Minimum, programme which can hold the. ine over the rest of 
the winter. The. Council of Economic Advisers commands the 
consideration even of those Congressmen’ most unsympathetic 
to regulatory action, and its chairman, Dr Edwin G. Nourse, is 
certainly not an. advocate of any purely experinyental extension 
of Federal controls. 

Next week the scene will shift to Congress. The final réport 
on Marshall aid, by the Harriman Committee of Nineteen, wilf 
be published this week-end, and on Monday the Foreign Affairs 
Committees of both House and Senate will meet in public session 
to hear Mr George Marshall present the formal programme. 
His speech will cover plans for intérim aid, and the longer-term 
pattern. Latest reports suggest that the Administration will press 
for a total appropriation of $16.5 billion, with a first-year limit of 
$7 billion, plus $3 billion as a stabilisation fund for Europe. ‘These 
totals exclude possible loans from the World Bank, in ‘turn 
dependent upon’ Congressional approval of Mr Truman’s aid 
programme. 

Apart from the extent of aid for Europe, the President is certain 
to face sharp controversy on the method of supervising the loan 
and relief programme. 


* x. * 


Taft on the Marshall Plan 


Senator Taft, according to unfriendly sources, has one of 
the best minds in Washington—unti! he makes it up. The 
attempt to make up his mind on the Marshall plan has fled Mr 
Taft into some strange contradictions. Early last week the Senator 
both heartened und startled the Administration by suggesting 
that the special session might approve not only interim foreign 
aid, but the Marshal! plan itself, by December roth. If Senator 
Taft was correctly reported—and though there ts some con- 
troversy between him and the newspapermen who reported him, 
this seemed to be the sense of his remarks—it shows a singular 
misapprehension of the issues involved. A plan of the character 
and scope which Congress would accept by Christmas could be 
the Marshall plan only in name. 

What Mr Taft gave with one hand he took away with the other. 
A day later he declared that the Marshall plan on the Paris scate 
was “ beyond all reason” ; that in its present form it was a serious 
threat to the anti-inflation programme ; and that he would put 
a ceiling of $45-5 billion on any foreign aid plan. “ The export 
flow should certainly be rationed before we ration our own people, 
even on a voluntary basis.” On the issue of high prices to be 
raised at the special session, Senator Taft is even less helpful. 
Senator McGrath, the newly elected Chairman of the Democratic 
National Committee, made his fitst act a peace gesture by insist- 
ing that the committee withdraw a resolution criticising the 
Republicans for “placing the nation’s welfare in jeépardy when 
the economic health of the United States is the very foundation 
of world peace.” This peace offering, and Mr. McGrath’s hope’ 
that both foreign aid and high price could be approached in a 
non-partisan spirit have been declined by Senator ‘Taft, who 
insists that the Administration’s economic measures have always’ 
been so unsound that it was impossible for him to support them.’ 
As an anti-inflation programme of his own, Mr Taft has sug- 


_ gested: cutting government costs, cutting faxes, limiting foreign 


aid, persuading labour to refrain from, asking for more wage 
increases, instituting more efficient purchasing methods’ by ‘the’ 


government. fi) 2 : ‘Ths : ; : ; 2 t ; 
Senator Taft’s calculation is that by June 30, 1948, there will, be; 
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a budget surplus of $6-7 billion, on the assumption that business 
remains at present. levels. This is no pint-pot by ordinary stan- 
dards, but it can hardly suffice to cover foreign aid, to permit 
of any tax reduction or of any debt-reduction, unless there are 
to. be crippling limitations on the Marshall plan. This may, 
however, be the way Senator Taft’s mind is working. 


* x * 


Bankers on Trial 


Belief in anti-trust procedure through the Department of 
Justice as a panacea for present industrial problems seems now 
to be reaching the stage where the Truman Administration is 
preparing the ground for a first-class election campaign. Definite 
moves have been made against steel, rubber, and specialist film 
manufacturers, and at least a dozen other industries are waiting 
on the sidelines. Last week the Attorney-General, Mr T. C. 
Clark, filed a civil suit against the Investment Bankers’ Associa- 
tion, and seventeen prominent member firms, charging violation 
of the Sherman Act by “restricting, controlling and fixing the 
channels and methods, the prices and terms, and conditions upon 
which secur#y ‘ssues are merchandised.” 

Wall Street: yas not been taken by surprise, since such a suit 
has long been rumoured—indeed, some columnists such as Mr 
Drew Pearson allege that it has been delayed because it covers 
prominent banking undertakings formerly associated with mem- 
bers of the Truman Cabinet. The “ concentration of power ” 
in the hands of the IBA was a feature of the hearings before the 
Temporary National Economic Committee in 1938, and bankers 
do not deny the grip held on this market by such leaders as 
Morgan Stanley and Co., Kuhn Loeb and Co., Lehman Brothers, 
Drexel and Co., Harriman Ripley, and Stone and Webster 
Securities. The schedule, as Mr Pearson notes, reads like an 
Astor dinner party list. 

However sweet may be the memories of earlier New Deal 
“ witch-hunts,” there is nothing in the present allegations to 
suggest that the Attorney-General is preparing to unearth wide- 
spread banking scandals, and certainly nothing to suggest that 
the banking community will suffer from a renewal of the com- 
plaint which became known as angina pecora in the New Deal 
days when Mr Ferdinand Pecora, as counsel to the Senate Bank- 
ing Committee, was laying foundations for the Securities Acts, 
and for the establishment of the Securities and Exchange Com- 
mission. The SEC, it is true, dislikes the way in which certain 
banking firms have sustained their security operations through new 
affiliates, but there is nothing illegal in that action, and nothing 
which suggests a repetition of any of the malpract.ces so common 
in the booming twenties. 

The basis of the present charge is the fact that from 1934 to 
1937 about $10 billion worth of new securities were registered 
with the SEC, and that about § per cent of the houses in the 
IBA accounted for 90 per cent of the business passing. Over ten 
years, Mr Clark alleges, seventeen firms handled more than $14 
billion, or more than two-thirds of securities issues handled by 
banking syndicates. He is calling for dissolution of the IBA, and 
for a number of restraints, including a formal ruling that the firms 
now cited must in future desist from associating together for issue 
purposes. Whether any degree of collusion, sufficient to warrant 
the present charges, exists cannot be judged from this distance 
in the absence of evidence which may appear at some later stage. 
But at least it can be said that the IBA has enforced a code of 
conduct for the recalcitrant type of member, and has provided a 
vastly improved service for the institutional borrower. Nor can 
it. be denied that such houses as Morgan Stanley, Drexel and 
others are entirely prepared to sponsor and to support given pro- 
jects rather than to assess issues merely from the viewpoint of a 
profitable and readily forgotten share deal. Some of the present 
complaints, indeed, suggest that the Department of Justice, in a 
well-meant zeal for steps against “ price-fixing” is in a large 
measure denying precisely that degree of “nursing” which, on 
this. side of the Atlantic, is accepted as the hall-mark of the 
responsible issuing house. Nor does it seem likely that any 
marketing methods of the IBA have any particular relevance to 
those wider economic abuses against which the Department still 
moves so slowly and so ineffectively. 


* * * 


Civil Liberties for All 
The report of the President’s Committee on Civil Liberties, 


’ 


theugh published most opportunely at the height of an anti- 
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Communist scare, is a useful remindes that civil liberties are con. 
stantly being abridged in cases where there arise none of the 
puzzling problems of reconciling democratic processes wi 
defence against a totalitarian enemy. The Committee wags 
established last year after a particular-y atrocious lynching in 
Georgia had once more demonstrated the inability of the 
Federal. Government, under present statutes, to protect the lives 
of American citizens and punish their murderers. In ten months 
it has amassed a formidable amount of information on the 
violation of the four basic civil rights, which it names as safety 
of the person, the right to citizenship and its privileges, freedom 
of conscience and expression, and equality of opportunity. 

The report pays a deserved tribute to such signs of progress, 
as the decline in lynchings to no more than six a year since 
1940, to the acceptance of negro members by many unions, the 
increase in negro voting, the improvement in educational 
facilities for minorities, The Committee’s task lay, however, 
with the black spots that remain. The protection of civil 
liberties in the past has often split on the issue of method: 
should it be a functicn of the Federal Government, or of the 
States, or should it be left to education to produce greater 
tolerance ? The Committee has very rightly decided to advocate 
all three approaches toward a comprehensive programme, but 
it insists emphatically that it is the government which must 
“referee clashes which arise among the freedoms of citizens.” 

On the Federal level, it recommends the creation of a per- 
manent civil rights commission ; the strengthening of the civil 
rights laws to give the government in Washington the right to 
intervene in civil rights cases; heavier penalties for infringe- 
ments ; the barring of Federal assistance to States which practise 
discrimination and segregation ; a Federal Fair Employment jaw; 
a ban on discrimination in public services and on segregation in 
inter-state transport. In part‘cular it recommends that the District 
of Columbia, where the issue of States’ rights does not arise (as 
it is governed by Congress), should be made a model to the 
nation instead of remaining the “ beginning of a Jim Crow road 
to the South.” The States are recommended to deal with such 
issues as restrictive housing covenants, fair health and education 
practices, and poll taxes. Facing the danger that Communists 
and native Fascists may exploit democratic rights to their own 
ends, the Commission recommends that they be compelled to 
register in the same way that lobbyists and agents of foreign 
powers now register their aims and activities. 

Few of the Commission’s recommendations are completely 
new, and none of its members can have any illusions that they 
will be put into effect overnight. The “right ” to filibuster alone 
makes for intolerable delay. The Commission’s achievement is 
the writing of a comprehensive and vigorous Charter of civil 
liberties which will serve as a guide for years to come. 


Shorter Notes 


Though some hesitation has been noticeable in commodity 
markets following President Truman’s appeal for deflationary 
measures, trading remains heavy and Chicago wheat is still quoted 
neat $3. The Chicago authorities have doubled margin require- 
ments in an effort to curb speculation, but there is a growing 
belief that Congress will be asked to sanction cash dealings o 
and that commodity exchanges may in future be subject to Fed 


authority along lines established by the Securities and Exchange 
Commission. 


* 


In advance of his report to the President on Marshall aid pro- 
posals, Mr Averell Harriman, Secretary of Commerce, has asked 
Congress for an extension of the export control powers which 
would otherwise lapse on February 29th. He is also asking for 
“ priorities where necessary to make critical materials available.” 
The Secretary of Commerce thus makes it clear that his committee 
wil] reinforce proposals already made by Mr Krug, Secretary of 
the Interior, and the Council of Economic Advisers. 


* % 


é 


The Democrats have decided to follow the Republican Jead in 
holding next year’s convention at Philadelphia, One reason 18 


said to be that both parties are attracted by the fact that Philay 
delphia is the centre of a television network covering ‘the 
It will hardly be the most characteristic projection of the City of 


Brotherly Love. 
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THE WORLD OVERSEAS 





Burma Prepares tor Socialism 


(By a Correspondent) 


HE debate on Wednesday in the House of Commons did little 

to clarify the prospects of British commercial interests in an 
independent Burma. Existing interests are to some extent safe- 
guarded by a procedure laid down in letters exchanged between 
Mr Attlee and the Burmese Prime Minister. But the future 
remains uncertain for fresh enterprise, whether from Britain or 
from other Countries: Examination of the new Constitution shows 
how uncertain. 

In its new Constitution the Union Parliament takes power* to 
nationalise “any single branch of the Union economy or single 
enterprise” ; to expropriate or limit private property with or 
without compensation, as the law prescribes ; to forbid the use of 
private property “to the detriment of the general public”; to 
nationalise the land and abolish all large land holdings “on any 
basis whatever,” as soon as circumstances permit; to provide 
Government assistance to workers to organise themselves “for 
protection against economic exploitation ” (Gilbertian, this, for the 
State itself seems destined to become the greatest employer of 
labour); to plan the “economic life of the Union”; to assist 
“economic organisations not working for private profit”; to 
nationalise all public utilities and exploit natural resources through 
State—or co-operatively-owned organisations. 

Later sections of the Constitution modify Section 44 slightly by 
including, among the groups permitted to operate in the last-named 
spheres, companies of whose capital not less than 60 per cent is 
owned by citizens or local authorities of the Union. Section 220 
severely restricts the grant of land for any purpose to any but 
citizens of the Union, Section 4 (Finance) of the Third Schedule 
makes provision, in addition to income tax, EPT, sales tax, royal- 
ties, taxes on railway fares and freights, for terminal taxes on goods 
by land, sea and air, customs and excise—for taxes on com- 
panies (item (5) ), taxes on the capital value of the assets of indi- 
viduals and companies (item (7)), and taxes on the capital of 
companies (item (8) ). 


Which Measures First ? 


British investors are asking how soon, and in what sequence, 
will the new Government execute this formidable programme of 
economic reform, and how will it affect British interests. There 
need be no illusions about the Burmese leaders’ determination to 
make themselves masters of their own economy without delay. 
They are irretrievably committed by their election promises to 
bear Left, and are solidly supported by public opinion too 
uninformed to distinguish between what is theoretically and what 
is practically possible in economic policy. But the hard facts 
standing in the way of recovery are obvious in the present state 
of the country’s major industries, and must be faced sometime. 


Against a 1939-40 figure of 3,500,000 tons of rice, this 
year’s estimate of Burmese exports is just over 750,000 
tons. Against a prewar annual preduction of 270 million gallons 
of oil (most of which went to India), Burma has been importing 
oil from India. Against a prewar export figure of 140,000 tons 
annually for lead and zinc alone, only 5,656 tons of ore and base 
metals were exported from the date of re-occupation. up to April, 
1947 ; and against 214,000 tons of timber annually exported before 
the war, the total for the seven months from October, 1946, to 
April, 1947, was only 17,209 tons, None of these industries can 
be re-habilitated without great capital expenditure to repair the 
damage and neglect of war; this expenditure, in the continued 
absence of a decision concerning “denial” and other war claims, 
must be found afresh by the companies concerned. Affecting 
every one of these industries is the wreckage of communications : 
the 600-ship Irrawaddy Flotilla fleet at the bottom of the rivers, 
the damaged roads and railways—all essential for the movement 
of trade, all requiring capital expenditure on the grand scale. 


cere eng tit il it Sian Rb Sh dct pele 


* See Secticns 23, 30, 31, 41, 42 and 44. 


Need for Capital and Skill 


The speed of Burma’s recovery under nationalisation, therefore, 
depends on whether the Union Parliament can raise at home or 
attract from abroad the requisite capital and technical skid. It 
is no good assum‘ng that lack of internal capital alone will hurry 
the Burmese into bad economic bargains. They are prepared to 
wait. The widespread net of taxation and the expressed intention 
to reduce administrative costs indicate a will to solve their: own 
problems in their own way. In this task they will be aided by a 
country and climate which together make possible a high degree 
of se.f-suffictency without dangerous austerity and by a national 
genius fér improvisation and “making-do.” The dearth of 
technical skill will be harder to make good, and this fact may well 
direct nationalisation along the lines of least “technical” resist- 
ance, 


Bargaining with India 


Land and the rice industry seem likely, therefore, to be the 
first tackled, not only because the predominant rura] vote is most 
interested in these, or because rice growing is Burma’s greatest 
industry, but also because it is the one economic sphere (timber 
possibly included) in which ind‘genous technical and commercial 
knowledge is wholly adequate to the task involved. On this Iast 
criterion ihe timber industry and public utilities may be expected 
to come close behind, with the héavily capitalised and technically 
difficult oil and deep-mining industries a long way to the. rear. 
It has been argued that to nationalise the land, involving expro- 
priation of extensive Chettyar. (moneylender) holdings, would 
alienate Ind‘an opinion and lose Burma its best customer. But 
India is threatened with famine, end Burma is now well placed 
to strike a good bargain on this ground: that to readocate the 
land to the dispossessed peasantry would go far towards ending 
agrarian unrest, and thus bring back into cultivation for India’s 
needs the vast areas at present lying fallow. Incidentally, a-re-, 
vival in the rice trade would do more than anything else to free 
Burma from its present difficulties and to enable it to accelerate 
imports of the foreign transport and machinery it needs to stimu- 
late full recovery. And full recovery would put Burma in a 
position to finance further stages of nationalisation schemes if 
so desired, 


Ample Signs of Confidence 


It says much for the country’s commercial potential that, in 
spite of the present gloomy situation and the uncertainty in- 
separable from any economy threatened by an unknown degree 
of Socialist planning, there are ample signs of confidence in 
Burma’s ability to triumph over its troubles. Most of the larger 
British and Indian companies have pressed on with their recon~ 
struction programmes, as a public expression of their belicf that 
they will get a square deal. The US Consulate tas been raised 
to the status of a Consulate-General, and its commercial actévities 
have been greatly expanded im anticipation of a healthy trade 
recovery. Continuance of this confidence and readiness to help 
the country’s mew rulers through their difficult and dangerous 
experiments would be the best guarantee of security for all those 
who have a stake in Burma’s future. Its leaders may find, as 
other Governments have found, a hollow gap between nationalisa- 
tion plans on the blue print and in practice. They may re- 
assess, in the light of experience, their present somewhat reserved 
attitude towards the great part Britain has played in their country’s 
development. For example, 80 per cent of the pioneer oil com- 
panies went bankrupt in the fierce struggle against world competi- 
tion to establish Burma’s infant oil industry. It would be a pity 
to lose the lasting goodwill that would spring from such a change 
of mind by condemning too hastily their desire to stray awhile 
after Britain’s own feaders*ulong the primrose path of Socialism, 


764 


Soviet Stakes in Hungary 
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Control Through Reparations 


(By a Correspondent) 


Ve the ratification of the Peace Treaty Hungary regained 
its sovereignty. The Allied Control Commission has been 
dissolved and the Russians are withdrawing their troops. The 
evacuation of the Red Army should be completed by December 
16th, leaving behind only such troops as will remain to guard lines 
of communication to the Russian Zone of Austria. It is unlikely 
that these facts will much affect the course of Hungarian policy. 
The Russian occupation as a determining factor in Hungary can 
and has been overrated. Economic factors have had a more 
decisive influence than the presence or absence of Russian troops 
on Hungarian soil, Foremost among these are Hungary’s obliga- 
tion to pay reparations and the transfer of former German 
property to the Soviet Government. 

The nominal amount of reparations due to the Russians, the 
Jugoslavs and the Czechs is £75 million. But the actual burden 
is more like £300 million. The Soviet Union, Jugoslavia and 
Czechoslovakia are thus not only the largest mortgage holders in 
the Hungarian economy, but also have a determining influence 
in the planning of production; because reparations are paid in 
kind and they have the right to say what commodities should be 
supplied. 

Hungary’s first stabilisation budget provided 400 million forints 
for industrial reparations to be paid to the Soviet Union. In fact, 
the amount foreseen in the budget did not cover the actual ex- 
penditure for this purpose, which amounted to 535 million 
forints. Hungary’s obligations during this year were $18,100,000, 
based on 1938 prices. ‘Thus the value of the industrial reparation 
dollar is almost 30 forints per dollar, whereas the official dollar 
tate is about 11.50. 


Reparations from Industry 


In addition industrial reparations were paid to Jugoslavia and 
Czechoslovakia. The Hungarian budget provided 212 million 
forints for industrial reparations to Jugoslavia to cover its obliga- 
tion of $6,400,000 at 1938 valuation. In fact only 188 million 
forints were spent. Thus the rate of the Jugoslav reparation 
dollar is about the same as that of the Soviet reparation dollar, 
i.e., about 30 forints per dollar. In the budget for industrial 
reparations to Czechoslovakia 50 million forints were estimated 
to cover Hungary’s obligation of $2,300,000. In fact only 36 
million forints were spent, as Hungary was unab‘e to meet its 
obligations in full. 

In the first year of stabilisation, therefore, Hungary spent 760 
million forints on industrial reparations. Its industrial pro- 
duction during the same year was assessed at 4.1 billion forints*. 
Thus, about 18 per cent of Hungary’s industrial output went in 
reparations. Industrial and agricultural reparations together from 
August 1, 1946, to August I, 1947, totalled 943 million forints, or 
about $80 million at the present rate of exchange. 

To sum up, in relation to the budget, reparations represented 
about 26 per cent of the total state expenditure. If Hungary’s 
additional obligations for maintenance of the Red Army and of 
the Allied Control Commission are added, then the total burden 
exceeded 1,400 million forints, or over 39 per cent of expenditure. 
If one compares these reparations in kind with Hungary’s foreign 
trade during the same period, it will be seen-that the total of 
reparations at 943 million forints exceeded the total of Hungary’s 
oUt, which amounted to 835 million forints.during the same 
pe : 

These figures are sufficient to show that the requirements of the 
Powers who are owed reparations have a decisive effect on the 
production. plans of Hungarian industry. No detailed.lists of 
Hungary’s industrial deliveries have been published; but it is 
known that those to the Soviet Union include: machinery, rail- 
way equipment, ships, electrical equipment, metals, bauxite and 
oil. Deliveries to Czechoslovakia and Jugoslavia were similar, 
Hungarian heavy industry, machine making, shipyards andthe 
electrical industry are those which contribute the largest share to 
reparations,. 

The pressure for reparations must have contributed to the com- 
foundries, nor from the work of wall ete ent mene are nam 





paratively quick reorganisation of Hungarian industry, the present 
figures of which compare as follows with those of 1937-38: coal. 
mining, 109 per cent; pig-iron, 92 per cent ; steel, 91 per cent; 
and power, 101 per cent. This pressure was exercised in two 
ways: first of all the Soviet Union had to provide Hungarian 
industry with raw materials, otherwise it would have been unable: 
to start reparation deliveries. Raw materials were delivered only 
partially by the Soviet Union itself ; the larger share was provided 
by other Eastern European countries closely connected with the 
Soviet Union, such as Poland, Czechoslovakia and Jugoslavia, 
This explains why Czechoslovakia has had almost the largest share 
in Hungary’s foreign trade since 1945, in spite of the political 
tension between the two countries. 


Penalties for Late Delivery 


The other way in which reparation deliveries affected Hungary’s 
industrial production was the provision for a penalty of five 
per cent per month for deliveries which were behind schedule. 
This compelled the Hungarian Government to speed up pro- 
duction, cost what it might. Questions of profit became 
secondary. As reparations were the main incentive for the re- 
vival of industry, industrial production had to be planned largely 
im accordance with the requirements of the neighbouring countries 
claiming reparations, and not in order to meet the requirements 
of the home market or in order to earn profit. 

While Hungary’s reparation obligations give a considerable in- 
fluence to all three creditor countries, Soviet economic influence is 
exercised also through direct participation in Hungarian economic 
life. This is a consequence of the Potsdam agreement, in accord- 
ance with which former German assets have been transferred to 
the Soviet Union, now the largest single shareholder in Hungarian 
industry. The arrangements are still not final, as this agree- 
ment, the inexpert wording of which has been the cause of so 
many feuds, is still open to different interpretations. 


Share in Management 


No figures are available for Russian partic'pation in Hungarian 
economic life, but the pre-war statistics of the part played by Ger- 
man capital may give some indication. The approximate percentage 
of German capital’s part in Hungarian banking was 4.2 per cent, 
in mining and iron foundries 7.3 per cent, other industries 5.7 pet 
cent and in trade 5.2 per cent in 1939. Altogether roughly 5 per 
cent of Hungary’s economic life was controlled by German capital. 
So, it is not so much the extent of Russian participation in Hun- 
gary’s economic life which gives influence as the way that it is 
exercised. ‘The Russians are not. satisfied with exerting a con- 
trolling interest through their holdings ; they also wish to haye 
a decisive influence on management, All those Hungarian com- 
panies and factories which were fully German-owned were. taken 
over by a newly-established bank, the “ Bank for Trade and In- 
dustry.” This bank was established by the Russian authorities, 
and is in fact a holding company for the formerly German-owned 
enterprises in industry and commerce. It is a company founded 
under Hungarian law, but so far no report or balance sheet has 
been made available to the public. 

_ Special arrangements were concluded for the exploitation of 
certain industries and communications by the establishing of 
joint Soviet-Hungarian trading companies. The four sectors of 
economic life which are exploited by these joint companies— 
civil aviation, navigation, oil and bauxite—have obvious strategic 
importance. The companies were founded on the principle that 
the Russians brought in as their share such assets as were claimed 
by them under the Potsdam agreement. “As these companies have. 
hot yet published a balance sheet, it is difficult to assess how the 
respective Hungarian and Russian (former German) assets were 
valued. Civil aviation is an obvious exception, as.all the acro- 
pens which now operate in and from Hungary were contributed 
by the Russians. Only in. the sphere of civil aviation do the 
joint Soviet-Hungarian companies have a monopoly. __ 

. In oil production the joint companies’ share does not exceed 


40 per cent of the total output, the balance being still under 
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“In times of scarcity, for the simple reason that 
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Figure heads have. been a feature of ships 
since the earliest times when they were 


intended to ward off evil spirits. Later, 
they were purely decorative and Ships’ 
Masters took great pride in them. Famous 
clippers often wore a figure head said to 
represent the owner, his wife, or a friend. 
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American conirol.. Hungary's total oil production was about 
700,000 metric tons a year, of which about 280,000 metric tons 
are controlled by the joint Soviet-Hungarian companies. Th 
bauxite production the joint companies’ share is about 60 per 
ceat. The mining of bauxite practically stopped in 1945 and 
1946. In 1947, however, the production was raised from 100,000 
quintals for January to 370,000 quintals in July, i.e. almost 82 per 
cent of the 1937-38 production. Peacetime production of Hun- 
garian bauxite was about §50,000 quintals a year. It is about 
60 per cent of this potential output which is controlled by the 
jot company. The actual tonnage owned by the joint Danube 
River Navigating Company is not known, but the company’s par- 
ticipation in navigation on the Danube is estimated at about 
$0 per cent. 
(To be concluded) 


Second Thoughts in Sweden 


[FROM A SPECIAL CORRESPONDENT RECENTLY IN SWEDEN] 


Twat the current “ best-seller” in Sweden is a volume of memoirs 
by a renegade Soviet official probably reflects less the book's 
literary merits than Sweden’s present concern with Russia, The 
focus of that concern is the trade and credit agreement concluded 
with the Soviet Government a year ago. Economically, this agree- 
ment represents the largest item—1,000 million kronor—in a post- 
war insurance policy against depression in America and unemploy- 
ment in Sweden. The premiums on this policy are foreign credits 
which now amount to no less than 4,200 million kronor, or nearly 
£290 million. 

Politically, the agreement is intended to strengthen Sweden’s 
position as a neutral. Chronologically, it is the last credit to be 
taken up ; of just over 1,000 million’ kronor in unused credits some 
950 million are earmarked for Russia. And it is being taken up 
at a time when many of Sweden’s economic policies are being 
proved wrong by the swift deterioration in the country’s position, 
The extra burden it will impose on an already overloaded economy 
is accordingly resented; and to this resentment is allied the 
Swede’s widespread deep and ancient hostility to Russian abso- 
lutism, whether Czarist or Communist. 

This general and very vocal tendency’to blame the Government 
for the Russian agreement and the Russian agreement for all 
shortages and present difficulties, should, however, be discounted 
in attempting to analyse Sweden’s position. In fact, all the 
political parties have long been agreed that. they want to increase 
trade with Russia to a figure above the prewar average of less than 
one per cent of Sweden’s total foreign trade. Indeed, there is 
reason to believe that preparations for last year’s agreement began 
as far back as 1941. Certainly the matter was broached officially 
in 1943. Similarly, the Russian credit is only one factor of many. 
It is an adverse factor primarily because it is too big to be accom- 
modated to Sweden’s other commitments. The reasons why 
Sweden took on a task beyond its strength must therefore be 
investigated. 


Doctrinaire Optimism 


It cannot be denied that Sweden over-estimated both its own 
strength and the speed of European recovery. Under its “ pre- 
Marshall Plan” it thus extended credits bigger than events proved 
it could afford. Moreover, although normally running a dollar 
deficit, it did not take into account the difficulties which would 
arise if, as was very probable, the proceeds from its other markets 
could not be converted into dollars. A particularly Swedish factor, 
however, is the extent to which the belief in an imminent Ameri- 
can slump affected the formulation of policy. Theoretical and 
doctrinaire considerations also played a large part in deciding on 
the appreciation of the krona in July last year, and the control of 
timber prices at a level below that obtaining in the world market. 
But it is in internal policy that such considerations are most clearly 
seen, Ip particular, ambitious schemes of social reformr have led, at 
home as well as abroad, to excessive demands being made on the 
Swedish economy. The result has been over-employment and a 
fair measure of inflation. Accordingly surplus purchasing power 
has sought goods in the only countries it could find them, which 
for practical purposes means the United States, 5 


Retrenchment under Way 


So, in recent months, Sweden’s reserves of gold and foreign 
currency have been used up at an-alarming rate to finance im- 
ports from hard currency areas. In June'last year these reserves 
amounted to 3,229 million kronor. By the end of the year they 
were dwindling rapidly, and in October the Opposition, having 
carlier succeeded in abolishing import licences, proposed a stricter 
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a “song in its heart,” the Government delayed action 
March 15th, when all imports. were suddenly banned. Gold and 
foreign currency holdings then amounted to 1,675 million kronor 
(a loss of 182 million being due to the appreciation of the krona 
the previous July). The ban, however, was interpreted in q 
liberal spirit, all holders of outstanding liceaces being pernnitted 
to make use of them (probably because it was not known exactly 
how many licences had been issued). The resulting scramble led 
to an even swifter loss of reserves, which by the end of Septem- 
ber amounted to less than 600 million kronor. 

It is probable that th’s trend is now almost checked ; but, to 
make sure and to regain lost ground, the Government has adopted 


control of imports. Fearing other countries’ reactions, and — 


various measures. The generous number of items on the “ free. 


list” for imports has been reduced. The whole system of granting 
import licences is being revised. The allowance for foreign travel 
has been reduced by two-thirds. A fortnight ago the seizure of 
liquid holdings of hard currencies was authorised ; at the same 
time, the Commissioners of the Riksbank recommended a flat re- 
jection of new credits, a reconsideration of outstanding. credits and 
a review of their conditions of repayment. This was immediately 
interpreted as a disguised proposal for revising the Russian credit, 
But the Minister of Finance, the redoubtable Mr Wigforss, was 
quick to explain that it could not apply in that particular case. 

Corresponding measures are being taken internally. The hous- 
ing programme has been cut by a quarter. The Swedish TUC 
has appealed to its members not to press for higher wages, A 
voluntary savings campaig:: has been inaugurated. Banks are 
scrutinising most carefully all demands for loans and so forth. 
‘Thus the Swedish Government, although it willyproceed with its 
new pensions scheme which starts next year at’a cost of 600 
million kronor is attempting to set its house inorder by restrict- 
ing purchasing power in varticus ways and thus, for the first time, 
attacking the cause not the symptoms of inflation. 


Why No Coal from Britain ? 


The remedy to many of its difficulties, however, is beyond its 
control. The sudden suspension of the convertibility of sterling 
was a serious blow. Similarly, Britain’s failure to export coal and, 
more particularly, coke has caused much troubie. Alternative 
supplies from Poland or the United States are inadequate, of poor 
quality and very costly, both abso'utely and also in that all the 
American coal must be paid for in dollars and nearly half the 
Polish may be. Recently shipments of anthracite arrived all the 
way from Peru. Moreover, about 30,000 men who could be betiet 
used elsewhere are employed on producing fuel at home. 

Last summer’s drought has also added its quota of troubles, 
Crops are the poorest for many years; and the parched ground 
retards the sowings of winter wheat. Streams are too low to float 
down the record timber cut before they freeze. And there is s0 
littke water in the hydro-electric dams that for the last few weeks 
electricity has been rationed—the more strictly when a burst 
turbine put out of action the main coal-burning reserve station. 

In the long term, however, Sweden’s economic position is much 
stronger than its recent swift deterioration may indicate. It 
industry is undamaged by war. But from the standpoint of com 
petitive exports it should be noted that the rising costs of labour 
for forest work and advances abroad in the production of alloy 
steel, however, have deprived Swedish charcoal steel of its former 
supremacy. Sweden still possesses considerable foreign assets. 
Large payments on account of freight—the Swedish merchant 
navy is now bigger than before the war—and also of exports have 
still to come in for the period over which holdings of foreign 
currency dropped spectacularly. The import restrictions have 
yet to make their effect felt ; September showed a record import 
of 549 million kronor. And the record imports include much 
capital equipment and necessary consumer goods. Exports, which 
will soon enter on a seasonal decline as the Northern ports freeze, 
remain meanwhile at a high level and prospects are good. 

This then is the state of the economy on which the demands 
of the Russian agreement will impose additional. burdens. It is 
therefore not surprising that influential voices are raised in favour 
of revising the agreement. Tt certainly would be surprising 
the Swedish Government opened negotiations to do so—particu- 
latly when it is recalled that the agreement as signed was much 
more favourable to Sweden than the one originally discussed: Yet 
it is virtually certain that Swedish industry will be unable to carry 

it its Russian order. 


ficulties impel Sweden to participate more fully and more 
formally in the Marshall Plan, may try to exert pressure to BF. 
their orders executed. na 
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THE BUSINESS WORLD 





Mr. Dalton’s 


M R DALTON came all too tardily to the view, long urged 

upon him, that budgetary action would have to play 
its part with the other measures the Government is taking to 
meet the problem of Britain’s economic disequilibrium. He 
now seems anxious to make up for lost time, By introducing 
his emergency Budget next Wednesday, a little sooner than 
expected, he will check the orgy of anticipatory spending in 
which the public is now indulging. If equal realism inspires the 
Budget itself, the Chancellor will undoubtedly make a vital, 
perhaps decisive, contribution, 

The case for enlisting all-pervading financial pressures in the 
drive to concentrate effort upon essential tasks, and thus to 
relieve the strain on the balance of payments, is now familiar. 
Such overall pressures afford the only possible means of disci- 
plining the wide sectors of the economy which lie beyond the 
reach of the physical controls. Yet, in the past two years, instead 
of screwing the economy to a pitch of efficient tautness, financial 
policy has permitted and even accentuated a dangerous slack. 
The stream of money incomes, after all taxes have been paid 
and voluntary savings made, has remained far in excess of the 
stream of consumers goods, even though that stream has been 
inflated to a far greater volume than the community could afford. 
Moreover, the cheaper money policy has recklessly augmented 
the excessive income-spending by offering inducements to spend- 
ing out of capital. In consequence, the uncontrolled or uncon- 
trollable sectors of the economy have been extravagantly 
swollen, and the profits (and wages) they offer have made it ever 
harder for the vital sectors to secure manpower and materials 
for expansion. Indeed, even specifically allocated resources have 
been attracted away from them because the controls cannot 
operate in such detail as to follow allocations through to end- 
users. Finally, stocks of materials and components have been 
so far exhausted that a smooth and balanced flow, even to work 
of the highest priority, has become impossible, so that stoppages 
and short-time working have become general. 

It is true that the perilous situation to which the economy 
has thus been brought is not wholly attributable to mistakes in 
financial policy. The excessive strain derives fundamentally 
from the grandiose scale upon which the capital programmes 
had been planned. But, given this over-ambitious planning, the 
cardinal mistake in financial policy lies in its failure even to try 
to reduce the flow of net spendable incomes to conform with 
the very low level of consumption which these capital targets in 
effect postulated. Now the capital programmes are being 
cautiously pruned. But it would be wrong to suppose that even 
a substantial pruning would remove the need for drastic finan- 
cial action. If the excess of public spending power remains, the 
main effect of the pruning would be to make the process of 
attracting resources into non-essential uses easier than it was 
before. The wastages would continue, 


* 


That is the real case for an emergency budget, and the success 
of Mr Dalton’s proposals will be judged by the extent to which 
they acknowledge it. Unhappily, there is no sign yet that his 
approach will be on these lines. According to him, the budget 


Opportunity 


is required merely to meet the new financial situation created 
by the cuts in imports and the intensification of the export drive. 
Only a few weeks ago, he was still taking pride in the felicitous 
contrast between the ease in his domestic finances and the diffi- 
culty of the overseas problem. And he still professes unswerving 
adherence to cheaper money. 

But, even if such wrong-headedness (not to say pig-headed- 
ness) may enfeeble it, this budget will still mark an important 
advance. It will be the first emergency budget ever introduced 
to cope solely with general financial disequilibrium, as distinct 
from disequilibrium of the Exchequer itself. The austerity mea- 
sures and the diversions to export will admittedly have repercus- 
sions On the revenue, but there will be significant economies 
from the reductions in the armed forces and in expenditure over- 
seas. The net impact upon the Exchequer during the rest of this 
financial year is likely to be relatively small, certainly not large 
enough to upset the accounting structure which satisfied 
Mr Dalton (though hardly anybody else) last April. Indeed, 
even without any further budget measures, he. would probably 
have been able next April to show on paper most of the spurious 
surplus of £270 million for which he budgeted—after including, 
of course, the £400 million or so of non-recurring or merely 
nominal receipts from miscellaneous sources, war surpluses and 
trading profits, and ignoring “ below-line” expenditure origin- 
ally cstimated at not far short of £1,000 million. To date, with 
the main revenue season still ahead, the nominal surplus “ above 
the line” is £223 million, after crediting £344 millon of 
special “receipts.”  .Below-line expenditure, excluding the 
Bretton Woods contributions and the small savings items, has 
now reached about £315 million, but heavy outgoings (particu- 
larly for war damage, housing, postwar credits and encashment 
of tax reserve certificates) have still to be faced. 


* 


If Mr Dalton were really to come to grips with the task of 
restoring financial equilibrium, the whole of the curious account- 
ing of last April would come under review, including the in- 
credibly optimistic estimates then made about. the level. of 
voluntary savings. Budgetary policy would then be framed 
solely by reference to the size of the inflationary gap in the 
whole economy—to the deficiency of voluntary savings, realistic- 
ally estimated, compared with the true total demand for 
capital, after allowing for the portion to be financed, so long 
as any overseas deficit remains, by borrowing abroad and sales 
of gold. The capital demands, needless to say, would include 
not only the. pruned-down capital programme for the economy 
as a whole, but all net expenditure by the Government and 
governmental agencies not already embraced in that pro- 
gramme ; and all nominal items would be rigorously excluded 
from both sides of the account. The shortfall of savings, thus 
computed, would be the amount required to be provided by 
budgetary action, either by new taxes or new cuts in expenditure. 

Without access to official figures, it is impossible to frame 
any dependable estimate of this deficiency. On many vital 
matters, the only available official data are. those given in. the 
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now obsolete Economic Survey, and recent experience has 
shown that many of those estimates were wide of the mark. 
The lack of data for direct estimate of the gap has led some 


commentators to concentrate instead upon the inflationary effects - 


of the crisis measures, It has been suggested that the formula 
for sound budgeting now can be found by looking merely at 
the prospective reduction in the overseas deficit-(which is a 
measure of the prospective reduction in the supply of goods at 
home, on the assumption that production is not increased) and 
at the cut in the capital programme (which measures the~re- 
duction in domestic demand for goods on capitalaccount). The 
difference between the two, it is suggested, is the amount by 
which taxes must be raised or government expenditure further 
reduced. In fact, this calculation measures only the extent to 
which the inflationary gap will be widened by the crisis 
remedies ; it wholly ignores the existing gap which has done 
so much damage. 


On such an approach, only quite moderate fiscal changes 
would be needed to absorb the additional inflationary pressure 
even for so long a period as the next twelve months. Even if 
the target of equilibrium on the global external account were to 
be achieved by the end of that period, the year’s external deficit 
would still be well over £300 million—a reduction of, say, {250 
million from‘ that for the past year ; and, on paper, a large part 
of that loss might appear to be offset by the projected capital 
cuts. If Mr Dalton proceeds by this argument (and there is 
certainly a risk that he may try), he would produce a milk-and- 
water budget which would be more dangerous than no new 
budget at all. 

* 


An honest approach would start from the opposite assumption, 
that the real problem is the gap which already exists, a gap 
which is so large that in the short run the prospective addition 
to it might be regarded as scarcely more than marginal. From 
such figures as are available, the total gap seems most unlikely 
to be less than, say, £400 million per annum, and it could con- 
ceivably be almost twice that sum on, say, a twelve months’ 
view, if production does not expand. If the mid-point—the 
much-canvassed figure of {600 million—indicates the broad 
order of magnitude, by what means ought the gap to be closed ? 


For tax measures, four principles must be observed. Any 
new taxation must not have important “ disincentive ” effects, 
must strike at mass spending, must absorb and not merely divert 
spending pressure, and must operate rapidly. The first prin- 
ciple rules out almost the whole field of direct taxation, except 
perhaps taxation of unearned income, The second implies that 
there is no easy way out for a Labour Chancellor by staging a 
drive against “the rich”: profits tax, surtax, death duties or 
novel forms of capital taxation could not provide either the 
volume or kind of savings which is needed. Their proper 
function would be the limited one of ensuring that all classes 
share equitably the burden of sacrifice. For this purpose the 
best device would probably be a differential tax on unearned 
income. The profits tax, which is more likely to be Mr Dalton’s 
choice, is the worst of such taxes since it falls exclusively upon 
tisk-bearing capital. The prospective yield from the existing 
tax in a full year (with EPT tapering off) is probably larger 
than is generally supposed, and might be in the region of 
£90 million, so that if Mr Dalton were to double the rate he 
might secure about £50 million net (after allowing for loss of 
income-tax)—but the time-lag would make this an almost worth- 
less device as a crisis measure, 


“Tose at-mass-spending the obvious. weapons are the 
tundiiae inisticomuna of madioccts the tobacco, 
‘beer and purchase taxes. But here the Chancclior must beware 
of merely diverting spending power, which is what will happen 
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if tax increases are imposed on goods which, at present levels, 
have an elastic demand. Tobacco may still look attractive from 
this point of view, for such figures as are available show that 
comsumption recovered sharply from the shock effect of the 
April impost, and total monetary expenditure seems to be run. 
ning now well above its pre-budget rate, so that Mr Daltog 
should-easily achieve the additional £75 million (making £525 
million) for which he budgeted. The duty may be raised again, 
to conserve stocks ; but it would be optimistic to suppose that 
the total yield cam be raised much further at any level of tax, 
By analogy with recent experience with tobacco, however, it 
might be possible to screw a further worthwhile sum from beer 
— if grain shortage does not eave reduce the amount avails 
for sale. f 

* 4 i 


The principal remaining tax possibility is the purchase tax} 
and this will certainly be expected to make an important con- 
tribution. There are two basic difficulties. Purchase tax is 
obviously the perfect fiscal device for diverting specific supplies 
to export, by recourse to a penal rate. But this technique ig 
of only limited application. If it succeeds, no revenue is 
collected; the spending is diverted elsewhere, possibly té 
articles not subject to tax. Secondly, the supplies of goods of 
the type to which the tax has been applied in the past will in 
any case shrink drastically. For the current year Mr Dalton 
budgeted for an additional £80 million (making {271 million 
allowing for certain tax increases) because of the expected 
increase in the flow of supplies. Presumably, his expectations 
have been disappointed already, but this £80 million can pro 
bably be regarded as the minimum prospective loss, once exist 
ing domestic stocks have been exhausted. To make good this 
loss and provide any substantial new contribution to the 
revenue, Mere increases in existing rates obviously would fet 
suffice ; a wide extension of the range—perhaps even into the 
utility goods sphere—would be imperative. Finally, there is 
the much-discussed fuel tax. If this is imposed, its object would 
be purely to check consumption beyond a basic level ; the rates 
ought therefore to be prohibitive, and its success would be 
judged by the smallness of the revenue yield. 

It is not easy to guess how much might conceivably be raised 
in these various ways. But if the Chancellor aimed at more 
than £250 million or so (say, £50 million from unearned 
incomes or profits tax ; {£100 million from beer, tobacco and 
entertainments.; £100 million additional from purchase tax), he 
would probably begin to encroach heavily upon so-called cost 
of-living expenditure, At that point the problem of finance by 
indirect taxation merges imperceptibly into the vexed problem 
of finance by cuts in subsidies. The blunt truth is that its 
impossible to come within striking distance of the minimum 
gap which has to be closed without grappling with this pro- 
blem. The danger is that political fear will lead the Govern- 
ment, even at this late stage, into half-hearted measures which 
Mr Dalton, with book-keeping dexterity and booming rhetoric, 
will try to present as a massive assault. Yet this is almost the 
last chance the Government will have to bring the financial 
situation under control. If finance does not come powerfully to 
the aid of the physical controls, one of two things will shortly 
happen. Either the economy will come again to the point of 
general stoppage, with the controls patalysed ; or the controls 
will be overwhelmed in a rising chaos of overt inflation. I 
either case, the Government’s*mass supporters would be the 
hardest hit. . The honest and the courageous route, which 
involves not only heavy increases in taxation but also an assault 
upon the ‘subsidies: combined with a deal” on wages, would 
in fact prove ‘to be the route of minimum real sacrifice for all’ 
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sg Cocoa ie Dear ?: 


UCH excitement was caused last week by a_ further 

jump in cocoa prices on the New York market to £255 a 
ton. This latest-increase, however, is only one of a series which 
began with the removal of ceiling prices in America in 1946; 
it reflects a sustained demand for cocoa in the United 
States, which has itself been reinforced recently by the attempts 
of many manufacturers to increase their depleted stocks. Rather 
unreasonably, American buyers have connected this latest rise in 
cocoa prices with the introduction of the new marketing scheme 
for West African cocoa which came into full operation at the 
beginning of October. But it is coincidence, and not design, 
which has produced the new marketing organisations and 
a steep rise in world cocoa prices at the. same point of time. 

The chocolate. manufacturer and the consumer are vitally 
interested in the price and quality of West African cocoa, for 
nearly 70 per cent of world cocoa exports. come from that area. 
British West Africa alone supplies over 60 per cent of world 
exports, of which 45 per cent comes from the Gold Coast and 
15 per cent from Nigeria, The new marketing scheme applies 
in both these colonies ; thus the organisations’ price policy, 
and the reactions of that, policy on cocoa harvesting and the 
methods of the native farming community, will be a major factor 
in the world cocoa situation. 

Those who have viewed the new marketing scheme with 
reserve—they include a most vocal contingent from the New 
York cocoa futures market—have some prima facie ground 
for their attitude, for the scheme frankly takes as its starting 
point the viewpoint of the producer, the African native farmer 
who cultivates a few scattered acres of ground. The marketing 
scheme is intended to strengthen his position and to give him 
some measure of security. Such an idea is likely, even if it is not 
bound, to conflict with the interests of the consumer at some 
point. It certainly raises the question, on what conditions 
should the cocoa grower be granted a measure of security in the 
form of a stabilised price for his product ? Can a particular 
dispensation be justified for West African cocoa growers 2 

The plea of special circumstances rests on two main considera- 
tons. First, it is said that cocoa in West Africa is a peasant 
proprietors’ crop, that there are no plantations run by managers 
or owners who can appreciate the world price situation, and that 
there is no one capable of giving an intelligent lead on marketing 
policy to the small producers. The farmers are illiterate and 
unorganised, a prey to rumour and violent fluctuations in price. 
Since they are settled closely together, the wide fluctuations in 
their prewar incomes. which arose from violent extremes of 
prices affected the entire economy of a territory where they 
form a large proportion of the population. The statistical evi- 
dence which can be marshalled to support this view is impressive. 
It is reproduced in the accompanying table which shows the 
annual sales of cocoa from the Gold Coast from 1926-27 to 
1946-47, and the proceeds realised by the farming community. 
Comparable figures for Nigeria are not available, but they would 
have shown very much the same sort of fluctuation. 

During the twenty years, incomes from cocoa accruing 
to the farming community (including the African cocoa 
brokers as well as the farmers) fluctuated from {11 million in 
the season 1926-27 to under £3 million during the worst period 
of the depression, soared again to over £10 million in 1936-37, 
and returned to less than £3 million at the height of the sub- 
marine menace. . The national income, of the Gold Coast was 
calculated, in 1931, at £59 million ; so, in very round figures, it 
would seem that ‘before the war cocoa accounted for anything 
from 6 to 1§ per cent of the national income. Every time that 
cocoa prices moved considerably in cither direction, they would, 


of course, alter the size of the national income and also the 
proportion of the income accounted for by cocoa. 

Figures such as these do. show .the appalling social and 
econemic strain which violent price changes before the war in- 
flicted on the. colony. . Both the Colonial Office and the Gold 
Coast Government. have argued that since the narrow structure 
of the world cocoa. futures market in New York predisposes 
the world cocoa price to violent changes, the. only solution is to 
fix the price.of cocoa to the farmer at the. beginning of each 
season, in the light of conditions in the world market. They 
have therefore, set up, under the new scheme, a statutory pur- 
chasing board, modelled on its wartime predecessor; which has 
been buying—as from October 1st—all Gold Coast cocoa at a 
fixed price of £75 penton, announced in advance and payable 
at up-country buying stations... The board sells its cocoa .at.the 
world price to the Ministry of Food and to overseas. buyers 
through its own marketing.company which will operate. in: this 
country... A similar arrangement applies in Nigeria... In. good 
years, the board will make a.profit which. will arise from. the 
difference between the average price which it receives from 
its sales in the world. market and the.price which it. fixes 
seasonally in advance and pays to the farmer ; this margin will 
be used as a cash buffer in bad years to cushion, though not.to 
eringneheth the effect of falling world oeege on farmers’ incomes. 
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| f 
Firms’ Price to ey Price Ex-qua 
Purchases Farmer Comanunity New Yi rd 
uli geal aati pies bes ae . 
h (tons) 1 per ton) (£ 000) fs per ton) 
1926628: .£. Son Bn det 7,000 5-70 11,34 3-04 
SUPT eccinsnnvecsee 207,000 46-80 10,019 67-57 
ISOS Su... cas S5b oe | 241,800 4-02 8,565 55-17 
RE SA cos 4 ance sae i 232,100 30-79 7,425 41-58 
EOE von ans ccdecnes | 223,400 16-58 3,972 25-37 
BBO SB iis ies as Csi | 223,700 16-03 64 1-33 
TROIS 2 <4 2 wn sth oe a6 ; 255,700 15-35 4,232 21:17 
BOSON Sis tee eae | 000 10-96 2,675 24°34 
WATE ittiededins Hie } 276,000 13-24 3, 23° 
BIO IE. co po 0 Gs ¥ hk Opens 285,000 15-41 4,705 27-08 
1 OA EN ' 300,000 3-60 10,980 45-03 
MOGI OB is i wecneets va 239,000 11-48 2,895 2: 
REPU San tan ste n'cs oe 298, 11-98 3,868 21°75 
ee erate err eeeee 241,700 12-80 3,360 24-30 
BONO-4E.. vis castes ciics 237, 9-92 2,635 29 
SORE honk oka ea snae 250,700 11-59 3,206 49-401 
TAS SES Ces ,300 9-31 2,179 49-40% 
3~G4 i papsaicb ood) pe 196,100 11-29 2,469 
SUUOOES vcocentynteous 229,000 19-82 4,836 49-40t 
WO45-46 occ eee 209,241 we 5,629 
© The world. Ceiling — as fixed ‘by. OPA and removed in 


price. » 1946, 
Source: The Agriculture Department of the Gold Coast Government on the West African 


Produce Control 








The second iia hidabiia’ it is argued, is the fact that the 
cocoa trees are dying of disease. The loss of cocoa production 
caused by a virus called “swollen shoot” and by other 
infection is thought to be about 40,000 tons a year. A Joss 
of such proportions is roughly corroborated by the export 
figures in the table which show a noticeable decline in shipments 
from 300,000 tons in 1938 to less than 200,000 tons in recent 
years—though last year’s crop was also affected by drought. 
Evidence from various sources is sufficient to dispose of the 
theory that this falling trend of exports (and hence. of produc- 
tion, for there is no local market for cocoa) is due entirely to 
price factors. Perhaps half the fall might be ascribed to the 
low level of prices during the war ; if so, disease is making off 
with about 16 per cent of the cocoa crop in the Gold Coast 
alone and it is known to be spreading in Nigeria. Botanical 
research has found a prescription for “ swollen shoot,” but it is 
a drastic surgical remedy of cutting out the dead and dying trees. 

The Government agricultural departments seem to be agreed 
that there is little prospect of persuading an illiterate native 
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farming community to adopt such a drastic cure unless cocoa 
prices are remunerative and stable. Time is required to teach 
the farmer better husbandry ; oscillating prices will only distract 
him from the task of saving Gold Coast cocoa from the destruc- 
tion which has already overtaken the cocoa industry in Trinidad. 
So runs the argument. But it might also be argued that if prices 
are too high, farmers will have some incentive for cropping dis- 
eased trees as long as they will bear pods. 

In the long period, the question of monopoly is funda- 
mental to the whole scheme. In the short-run it is quite 
impossible to tell whether the activities of the two boards, one 
for Nigeria and one for the Gold Coast, will be monopolistic or 
not. The marketing boards can argue that they are selling at 
the world price and that if, as at present, inflationary pressures 
in America are raising the price of cocoa to fantastic heights, 
that is the fault of the United States economy, not of the cocoa 
boards. The boards are not to be blamed for the running down 
of American stocks to dangerously low levels. The world demand 
for cocoa, even after it has been scaled down, is well over 
700,000 tons ; the crop estimates are some 70,000 tons below 
that figure. This, in itself, means high cocoa prices. 

In the longer run of a decade or so, the issues will be more 
clearly defined. The whole scheme will then be judged by two 
criteria: first, the relation of cocoa prices to the movement of 
prices in general ; and, second, the supply of more and better 
cocoa to the consumer. If the scheme does not satisfy these 
tests, it will fail, just as other schemes have lost their original 
purpose and have declined into mere producers’ monopolies. 

What are the prospects, looking forward from 1947? The 
amount of pressure which the consumer will be able to bring 
to bear on the boards’ policies over the next few years is pro- 
blematical. A consumer’s committee is to operate in London 
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in an advisory capacity, but its weight in council has still to be 
proved. The real crux of the matter is how quickly cat the 
farmers in Nigeria and the Gold Coast be educated to cut out 
sick trees, to plant new ones and to increase the yields of their 
trees. It should be pointed out to them clearly and frequs 
that the cocoa consumer will accept a marketing organ 
heavily packed with representatives of the producers’ interests, 
only if the industry is made more efficient. The farmer must 
not be allowed to delude himself that because the new scheme 
has statutory backing it is immutable. If cash incentives ar 
needed to speed up the rate of “cutting out” dead trees, the 
two boards already possess £20 million from the last five yeary’ 
operations of the West African Produce Control Board which 
might be used partly for that purpose. 

How long should the period of trial last ?_ Perhaps five years 
will be needed to give the “ cutting out” campaign a chance 
of success, for the farmers have to be educated to this drastic 
prescription. New trees take seven to tem years to mature, so 
that improvement should be evident ten or fifteen years from 
now. If, however, the dead trees are not cut out, a much more 
rapid—and censorious—judgment will be given by world cocoa 
consumers. 

In five to ten years’ time the consumer may not be in as weak 
a position as he is today. Cocoa is being grown experimentally 
in other parts of Africa by plantation methods, which may pro- 
vide better and cheaper cocoa than the peasant proprietorship 
system. The West African farmer is, in fact, under notice that 
his entire system of land tenure is on trial. He will have a re- 
munerative market for several years to come, but if he cannot 
produce and sell cocoa more efficiently under the new system 
than under the old, he, or his succeeding generation, may find 
that West Africa is priced out of the world market. 


Business Notes 


Before the Budget 


To disentangle the motive forces behind this week’s recovery 
in the security markets is nor a simple job. No doubt the Chan- 
cellor of the Exchequer would welcome anything which assisted 
him in his self-allotted task of raising the level of gilt-edged 
prices, but he must have found the favourable response to the 
municipal eection results rather bitter-sweet. Gtlt-edged in- 
vestors have been concentrating their attention mainly on the 
short- and medium-dated stocks, and the more pronounced re- 
covery in the “longs ”—both Old Consols and Treasury 24s 
rose to 893 on Wednesday—seems to have been due more to the 
effect of bear covering in a narrow market than to the pressure 
ol public demand. Despite the New Zealand repayment and the 
imminent distribution of £100 million for war damage claims, the 
attitude of the general investor towards the merits of long-dated 
stocks remains cautious. 

Paradoxically, the approach of what ought, in principle, to be 
the most austere Budget in the history of peace-time public 
finance in this country has been marked by a broad improvement 
in equity shares. In the free backing of pre-Budget hunches, 
tobacco shares have been most prominent, on the view that the 
Chancellor, when the time ‘comes, will be less' severe on tobacco 
than the recent prophets had forecast—or than the situaticn truly 
demands, But the recovery in equities, partly technical and partly 
a reflection of the guess this week that Mr Dalton will produce 
a soft Budget, has spread well beyond the immediate range of 
Budget hopes and risks. From steel shares to cinema issues, and 
from motors to textile shares, the story of improvement has been 
almost uniform. Is this the market’s first reaction to the possi- 
bility of further inflation in store ? One hopes not—for the sake 
of the equity shareholder, who will be a positive Bourbon if he 
forgets for an instant the industrial risks of the coming winter, 
end for the sake of the economic health of the country. 

It is probably true that current equity prices, even after this 
week’s rise (from I11.§ to 114.5, according to the Financial Times 
index), discount the most that Mr Dalton is likely to inflict by 
way of increased taxation on company profits. But they certainly 
leave no room for any general interruption of industrial output, 


as a result of shortages of power, transport, steel, raw materials, 
or manpower. Nor, in particular cases, do they seem to measure 
the consequences of a change-over in production on the scale 
which will be necessary if the export targets are to be hit. An 
export drive “with teeth in it” might not stand any greater 
chance of success than the present export drive by exhortation; 
but it might be infinitely more disturbing to equity share values. 


* x * 


Spotlight on the Rand 


The spotlight in the Kaffir market has this week been switched 
from New Union Goldfields to the far western Rand. Middle 
Witwatersrand, . development company of the Anglo Transvaal 
Consolidated group, has successfully diverted attention from the 
New Union affair by announcing a series of remarkable assay 
values—including one borehole assaying 12.2 dwts of gold over a 
width of 135.2 inches. It seems that this news was more than 
enough to dispel any lingering qualms felt by the market over the 
New Union disclosures, but the support given by the mining 
houses and the strong rccuperative powers shown by the shares 
of New Union and Rooderand which have resulted, directly or 
indirectly, from it, raisey the question whether such a large dose 
of tonic need nave been administered. This doubt is quite 
independent of the inquiry which has been ordered by the 
Johannesburg Stock Exchange into last Monday’s dealings in 
Middle Witwatersrand shares before the official announcement of 
the borehole results ; the sharp rise in the price of the shates 
trom. 138. 3d. to 23s, 9d. at the close of that day’s business 
strongly suggested a leakage of information in Johannesburg, 
but the decision of the Stock Exchange authorities there to in- 
vestigate whether a leakage did in fact occur only temporarily 
halted the upward course of the shares, which have since risén 
to 26s. 6d. , “ 

Memories in the mining market are proverbially short, and 
may be that the collapse of New Union will be quickly forgotten. 
But the recovery of the patient has becn surprisingly quick— 
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so quick, indeed, that it does inviye some doubt whether a 
relapse may not occur. It would in fact be unhealthy. if the 
uneasiness left by the New Union gffair were too hastily dis- 
pelled. The judicial managers who are now investigating the 
affairs of the group ‘will certainly require all the support of 
investors to get at the truth, even if it is too late to get their 
money back. Mr Kavanagh, who is a champion of ost investment 
causes, has seized the baton for the: shareholders of New Union 
on the London register, and his move to form a committee to 
represent them in South Africa may serve the purpose of keeping 
public consciousness awake until the affair has been fully 
investigated, 


Meanwhile the shares of Rooderand have risen above the price 
at which the new issue had been planned before the difficulties of 
New Union were revealed. This is not so surprising as it might 
seem, in view of the buying of the shares by the big mining houses 
during the past week, although it-is perhaps rather odd if, as is 
said, this company is one of the largest creditors of New Union. 
If the investing public’s confidence can be maintained in a com- 
pany whose recently retired chairman has been the centre of the 
biggest mining furore for many years, it is likely that the new 
issue Of 2,000,000 §s. ordinary shares will be made, for these were 
to be offered to sharcholders only... For the future development 
of the Orange Free State goldfield it is important, especially at 
this stage, that.the development companies should have access to 
sufficient funds, Yet it is surely desirable, in return, that the 
capital should be administered under auspices free from any 
suggestion of criticism, The interval] berween the fall of the New 
Union edifice and the forthcoming issue of Rooderand shares is 
certainly astonishingly short. 


* * * 


Two Views. on Rubber 


It is generally assumed that the United States has under- 
taken, as part of the bargain on tariffs and preferences which was 
recently signed at Geneva, to increase the proportion of natural 
rubber used by the American rubber manufacturing industry. 
No confirmation of this report is to be expected before November 
18th, when the tariff agreements are to be published, but it has 
been accompanied by a confident wave of buying on the London 
rubber market. American rubber consumption, measured by the 
first eight months of this year, is running at an annual rate of 
1,100,000 tons, divided between §20,000 tons of natural and 
§80,000 tons of synthetic rubber. Some observers have suggested 
that the modification of the “R.1” order under which the Ameri- 
can Government controls the proportiorr of synthetic rubber to 
be used in rubber manufacture, might result in the expansion of 
consumption of natural rubber in the United States by 250,000 
tO 300,000 tons a year. 


The importance of natural rubber in Britain’s dollar earnings 
has been stressed by two expert spokesmen for the plantation 
industry during the past week. Sir John Hay. estimates that 
rubber exports from British territories to the United States may 
well reach 550,000 tons this year, which represents a “ consider- 
able sum” in dollars—a rough estimate suggests between {£40 
and £60 million. .Sir Jobn claimed that the dollar value of rubber 
exports this year might well exceed the total of all manufactured 
exports sold by Britain in the United States: And. he scored an 
effective point abeut prices, which, “although above the miser- 
able level that was current a few months ago,” show only.-a 
“slender profit.” on present-day costs, and are “far remote” 
from the high prices which have to be paid for essential imports 
from the United States. 


The Kamuning company, whose shareholders Sir John was 
addressing, is one of the more efficient plantation companies, 
and the fact that it has done relatively well during the past year 
through good management and special exertion to overcome the 
difficulties left by enemy occupation provides no valid argument 
that the rubber estates as a whole are making handsome profits 
at the expense of consumers. Mr Eric Miller, at the Harrisons 
and Crosfield meeting this week, has declared that “ at the average 
price realised, even the most efficient producers are having a lean 
time,” unless they happen to be marketing crepe rubber which 
commands a welcome premium. An increase in American con- 
sumption would certainly lead to a further rise in rubber prices, 
because at present the supply of natural rubber cannot rapidly 
be expanded. Mr Miller disclosed that since the “ Cease Fire” 
order in Indonesia on August 4th more. factories on the group’s 
rubber and. tea estates had gone up in flames than during the 
whole period of Japanese occupation. No great increase in rubber 
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supplies from estates in Java and Sumatra is to: be expected, at 
least until the second half of next year. 

But, as Sir John Hay. argued, the present. predominance of 
British territories in rubber .production cannot continue in- 
definitely. The rubber industry has sometimes entertained the 
feeling that it is being thrown to the wolves in order to placate 
American opinion. But there is a distinction to be drawn between 
getting a fair share of the benefits of a rising market in the short 
run and devising a price policy to ensure that the plantation in- 
dustry—or at least its more efficient units—can survive in its 
present form, For the threat is not merely. from a Government- 
supported synthetic rubber industry in America ; it. will come, 
perhaps quite soon, from native producers in territories where the 
tide of self-government is running high and the influence of the 
plantation industry towards co-operative marketing or actual 
restriction of output has been correspondingly weakened. ‘The 
industry can properly demand its slice of the inflationary cake— 
after all, its own costs have greatly increased as a result of infla- 
tion. _ But it must also recognise—as this week’s spokesmen 
certainly recognise—that low costs are the price of survival: 


* * * 


Argentine Sterling Talks 


The negotiations on commercial and financial questions 
between Britain and Argentina continue in Buenos Aires at 
“embassy level.” The personnel available for trade discussions 
will, however, soon be strengthened by fresh arrivals from London. 
The main issue is the interrelation of the various strands of the 
negotiations, those relating to the balances arising from current 
Anglo-Argentine trade, the railway deal and the meat and other 
commodity contracts. It had been hoped that these varicus 
strands could be kept separate, but with negotiators as hard bitten 
as Argentina this hope was always father precarious. Most 
uncertainty exists about the nature of the payments arrange- 
ments between the two countries. The earlier agreement under 
which Argentina could, and most certainly did, transfer its 
current sterling earnings into dollars was superseded by British 
unilateral action when the convertibility of sterling was suspended. 


New arrangements have to be negotiated and, since these will 
involve an undertaking by Argentina to hold additional sterling 
balances, it may be assumed that there will be demands for the 
most cast-iron exchange guarantees in relation to these holdings. 
In pressing for this peint and for the maximum degree of con- 
vertibility for current sterling earnings, Argentina will certainly 
keep the railway agreement open and, available as; a bargaining 
weapon. The deal still requires ratification, though this is a 
formality which the Argentine administration have in their pocket. | 
It is, however, a convenient card* to keep unplayed, since the 
railways could, with appropriate help from the Argentine authori- 
ties, cease to be an earning investment for Britain and beceme 
a substantial net drain of funds to Argentina. ‘That the dice 
are already being loaded in this way is perhaps indicated by the 
increasing reluctance with which the Argentine authorities are 
allowing financial remittances to Britain. The immensely strong 
card in the other hand is the fact that nearly {140 million of 
Argentine sterling is held in Britain and cannot be freely used. 
The next strongest. card is the importance of the British market 
as a long-term and assured buyer of the basic produce of Argeri- 
tina. With these powerful bargaining counters in their respective 
hands, and with the mutuality of interests that exists between the 
two countries, some reasonable compromise arrangements should 
be reached. According to some reports, the prospects of ratifi- 
cation of the railway agreement have become rather brighier in 
the last few days. If agreement is, in fact, reached on the financial 
talks, the railway pact would follow as a matter of course. But 
before this result is attained there may still be much hard nego- 
tiating to endure, in the course of which the nerves of Argentine 
railway stockholders might be severely shaken. 


* * * 


The Converters 


Interesting information was given by the Chancellor of the 
Exchequer this week concerning the identity and operations of 
the individual countries mainly responsible for the convertibslity 
run on sterling in, July and August last. The details of these 
conversions of sterling into dollars over the first half of the year 
and for the next 51 days together with the accompany'ng changes 
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in the sterling holdings of the countries concerned may be sum- 
marised as follows: 


Srertmnc anp U.S, $ TRANSFERRED 


gmn, 
Jan.1° July 1 
to to 

June 30 Aug. 20 Total 
PTHONUMA 5 4 o.45-- sw ews oo Ue cannes 18-7 23°3 42-0 
Belgian monetary atea .........<«» 18-3 34-4 52-7 
SME nck cao 0 PA Ee SAAR ES YAS 5-0 7°5 12-5 
Ns sc S05 bis 3h cee s s $53 te ee = 2-8 2-8 
WN Oe. Se eee Ve havens ce 1-3 1-3 2-6 
Netherlands monetary area....... 1-1 2-7 3°8 
Portuguese monetary area........ 4-7 2:9 7:6 
Other countries ..0.....0.. 06.005 0-2 0-9 1-1 


CHANGE IN STERLING LIABILITIES 


fmn, 
Jan. 1 Julyl 
to to 

June 30 Aug. 31 Total 
ROPER FF DFG DSS BSS 6 AAS +93 — 7-5 + 1:8 
Belgian monetary area ..........-- +21-6 —23- — 1- 
NN ai ia a ois eemeteell emcee +50 — 2-9 + 2:1 
pasa iT ancy iggy Pbatpa erbagas 27 +29 — 2-2 + 0-7 
ee SG EVE. POA ATE — 7-7 + 4-1 — 3-6 
Netherlands monetary area .....+5 +43 — 40 4+ 0-3 
Portuguese monetary area.......- —18 —06 — 2-4 

The two tables must, for obvious reasons, be read together. 


Their juxtaposition brings out the fact that though the countries, 
or monetary areas specifically mentioned, converted £124 millions 
of sterling into dollars from the beginning of 1947 to August. 20, 
1947, their sterling baiances only declined by £2,700,000 over 
this period. The conversion, therefore, applied almost wholly 
to currently earned sterling. 

The Belgian monetary area takes pride of. place in the list. 
This is because a large part of the current sterling accruing 10 
the whole transferable account group of countries through the 
deficit in the British balance of payments was_ persistently 
canalised to Belgium as a result of that country’s export surplus 
with these other countries. For example, Italy’s “creditable ” 
convertibility behaviour was largely due to the fact that sterling 
earned by that country was used. to finance the Italian deficit 
with Belgium. Argentina, which was building up sterling balances 
over the first part of the year, presumably in preparation for the 
railway deal, liquidated the greater part of that increase in July 
and August. 2 ‘ 

+ 


Film Tax Developments 


This week has brought further developments in the disputed 
progress of the ad valorem tax of 75 per cent on imported feature 
films. Last Monday’s debate in the House of Commons made 
it quite clear that any attempt to pass on the imcreased tax to 
the cinema-going public would be resisted by the Board of Trade, 
who, according to the Financial Secretary of the Treasury, “ will 
not hesitate to stabilise rentals at their present level.” 

Meanwhile, it is expected that talks on the film tax will open 
next week between the Treasury and representatives of the Motion 
Picture Producers and Distributors of America to see if an alter- 
native to the 75 per cent duty, acceptable to both sides, can be 
discovered. The Financial Secretary opened the door for dis- 
cussion with foreign producers—in effect the American industry 
—by remarking that the Government were prepared to meet the 
Americans “more than half-way,” provided that the required 
saving in dollars was effected. The sting, of course, is in the 
proviso, and it will not be easy to find a compromise which 
satisfies it. Many ideas canvassed hitherto for altering the basis 
of the new duty or for substituting a quota arrangement hardly 
take matters much further than the ad valorem duty itself. For 
instance, the suggestion for a specific tax based per foot on im- 
ported film would divorce the incidence of the tax from its 
earnings in this country, and thus destroy one of the merits of 
the ad valorem duty. Agatn, the suggested quota arrangement 
by which imports of American films to Britain might be balanced 
against a corresponding number of British films for America is 
not likely, under present circumstances, to make much appeal to 
the Americans, for a reciprocal quota tied to the total capacity 
of British production of feature films would be too small. 

Meanwhile, the dollar shortage is responsible for considerable 
dislocation to British film production. According to one speaker 
in Monday’s debate, 30 per cent of studio.space is now un- 
occupied ; this figure gives some measure of the rearrangement 
which has been required in production plans now that British 
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films are faced with a far bleaker prospect abroad than was evident 
when Mr Rank drew his plans for the wide exhibition of 
British pictures in the United States. ini 


ei 


* yy} Mets * 


France’s £50 Million 


The routine meeting of the Anglo-French Economic Com. 
mittee, which opened in Paris last Monday, has a fairly full agenda 
before it. This standing committee fas the task of keeping the 
economic relations between the two countries under constant 
review. The initial objectives of this exchange of views between 
officials of the two Governments were rather ambitiously con- 
ceived—at least on the French side, which envisaged ‘nothing less 
than an integration of the two economies and the dovetailing 
of economic planning in Britain into the French Monnet plan, 
So little of that plan now exists, save in the realm of fantasy, that 
the scope of these meetings has had to be recast in more sober 
terms. The discussions of the committee have lost nothing 
of their true value from this realism. The latest of these 
meetings has split into two sub-committees, one dealing with 
financial and the other with commercial questions. The balance 
of payments between the two countries is in reasonable equilib- 
rium, but the volume of ‘their mutual trade could with advantage 
be expanded.’ The balance is running slightly in favour of France 
as regards direct trade between the United Kingdom and metro- 
politan France. But including the trade of the sterling and French 
franc currency areas, the global balance breaks about even. That 
leaves France with the £50 million-odd of: sterling accumulated 
partly as the result of past current transactions, partly by sales 
of sterling securities requisitioned from French nationals. 

France would still like to convert part of this sterling into 
dollars The British attitude has been to refuse such conversion 
rights and to argue that the balances shouldbe left here in 
anticipation of the repayment, Gee to begin in 1951, of the £100 
million debt owing from the French to the British Government. 
Within the limits of approximate equilibrium. in_ sterling-franc 
payments, both sides are seeking the means of. expanding the 
mutual trade of the two areas. Unfortunately, France needs 
essentials like coal, wool, rubber, copper, and has few essentials 
to offer, save the phosphates and iron ore of North Africa. One 
of the exports France is most insistently offering is the services 
of her tourist industry. To convert the complete suspension of 
tourist traffic from the United Kingdom into a partial ban con- 
jures up all the bogeys of discrimination—bogeys which exist not 
merely in the minds of doctrinaires and in their charters, but 
in the much more solid consciousness of Swiss and other hotel 
keepers who would shout their disapproval of any bilateral deal 
by which British tourists were allowed to visit some countries 
and not theirs. This issue raises matters of high policy, and 
though it has been raised in the Paris talks it will have to be 
carried to much higher levels before a decision on it can be taken. 


* * * 


More Gold Sales 


A statement issued by the Treasury at the end of last week 
announced that gross sales of gold during October amounted 
to £35 million. This included the sale of £30 million already 
announced in a Treasury statement issued on October 21, and 
therefore indicates that a further £5,000,000 was sold between 
then and the end of the month. This announcement is the first 
of a series of monthly statements in which gross sales of gold 
will be disclosed. This latest gold operation brings to £55 million” 
the total gold sold since the suspension of sterling convertibility 
on August 20th. It does not follow that the whole amount 
was sold in the United States. There have, in fact, been reports 
of small shipments of gold from this country to Sweden to dis- 
charge sterling balances held by the Swedish Riksbank in excess 
of the agreed maximum which it is prepared to hold under existing 
arrangements. 

No further gold is, apparently, being lost to Belgium. The 
conversations which were completed in Brussels last week between 
representatives of the British and Belgian Governments were 
intended mainly to clarify the technical details of the monetary 
agreement initialled in London in September. This was the 
agreement under which Belgium undertook to hold up to £27 
million of sterling before insisting on her rights to convert sterling 
into gold or dollars, Although that limit was quickly reached, 


and is understood to have been passed, the conversion rights have 
not been implemented. The object of the commercial negotia- 
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November 


November is the month when preparations for Christmas 
are made and many thousands of manufacturers, whole- 
salers and retailers are then working to capacity. 
Christmas stocks are being produced and delivered, a 
great nation of shopkeepers is preparing to put goods 
into its shop windows, and bankers make ready to 
meet heavy seasonal demands upon their services. 
Whichever side of the counter will be your concern 
during the Christmas shopping season, you can depend 
upon assistance from the Midland Bank, whose wide 
commercial experience is available at more than 1900 
branches throughout England and Wales. 


MIDLAND BANK LIMITED 
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OV 
IN THE UNITED KINGDOM 


y 
1) No.4 WOLVERHAMPTON (() 


IS CLES 3585 1) 


TER ‘r918 the demand for rayon 
A soared and, to meet it, Courtaulds 
built new factories. The largest _ of 
these was at Dunstall Hall, Wolverhampton, 
bringing to the town an entirely new industry. 
Building operations began in 1924, and. the 
first viscose rayon yarn was produced in 1926. 
Later the works were doubled in size, and 
in 1937 the present warp-knitting mill was 
added to make knitted rayon fabrics ; this is 
now in process of being re-equipped with new 
British machines, fastest of their kind in the 
world. 


The Second World War. brought. upheaval. 
Large areas of the factory were requisitioned for 
Admiralty and other purposes. The knitting 
department was moved to one of the Company's 
Essex mills. Bomb-filling at the factory kept 
some hard at work, while largely from 
Wolverhampton the Company provided 
personnel for a complete Royal Ordnance 
factory a few miles away. Most of such rayon 
yarn as was still made at Dunstall Hall went 
into aeroplane and vehicle tyres. 

Now this great factory is again getting busy 
on the spinning of viscose rayon yarn for the 
manufacture of dress goods, furnishing fabrics, 
tyre cords and other purposes; it is. also 
employed on winding and warping, and on the 
production of knitted fabrics. 


In 1939 over 3,000 people worked there: 
During the war, the number fell to below 
1,000 ; now itis gradually rising, though many 
more vacancies need to be filled before. the 


: 


management. is satisfied with progress. Of 


over 21,000 people employed by Courtaulds 
in the United Kingdom, to-day about 1,900 
are getting on with the job at Dunstall Hall. 


This is one of a series of statements to inform 
the public of some part of the contribution 
made by Courtaulds’ industrial enterprise to 
economic well-being in various districts of 


the United Kingdom. 


issued by Courtaulds Ltd, 16 St. Martins-le~Grand, London, E.C.1. 
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tions was to establish an approximate equilibrium in the balance 
of payments between the sterling area and the Belgian monetary 
area in 1948. Plans are now being made for a substantial increase 
in sterling area exports to “Belgium; if this can_ be achieved, 
Belgium’s accumulated sterling balances should decline well 
below the inconveniently high figure to which they have recently 
climbed. 
* * * 


Labour’s Reward 


The Ministry of Labour’s. latest review of earnings provides 
furcher evidence of the upward course of wages since the end of 
the war. The survey, which is based on data collected at six- 
monthly intervals, relates to the last week of April, 1947, and 
covers nearly 6,000,000 workers in manufacturing industries. 
Non-manufacturing industries, such as coal-mining, docks, rail- 
ways, agriculture, distribution, commerce and entertainment are 
excluded ; their addition would tend slightly to raise the average. 
Since April there have been further wage increases in a number 
of industries, mainly in the non-manufacturing groups. 


The average level of earnings in April was 103s. 6d., nearly 
double that of October, 1938, when it was 53s. 3d. The rise has 
been progressive. In July, 1943, it was 76 per cent above October, 
1938, and in July, 1945, 80 per cent higher. Between October, 
1946, and April of this year, the percentage increase over 1938 
increased from 90 to 94. The earnings of women and girls 
increased relatively more (81 and 117 per cent respectively over 
prewar) than those of men and boys (79 per cent and 107 per 
cent). The gap between the sexes, however, is still very large-— 
average earnings for men afe 123s. §4., compared with 67s. 4d. 
for women, 


There is still a wide margin between earpings and wage rates, 
which increased by only 60 per cent over 1938. The gap is due 
largely to overtime and piece work payments. One of the reasons 
for the unions’ pressure for higher wages springs from their 
desire to narrow this gap and raise the level of day wage workers, 
But while wage rates have not kept pace with earnings, workers 
have benefited by a very considerable reduction in working heurs. 
The average working week was 45.8 hours in October, 1938 ; it 
rose to 50 hours at the peak of the war effort, but then dropped 
progressively to 45 hours in April, 1947, while for women the 
standard week was only 41} hours. 

Of the individual industries covered in the survey, the highest 
average earnings are found in the printing and engineering groups, 
with’134s. 8d. and 134s. 6d. respectively for men. Men’s earnings 
in textiles were only 113s, 6d. and those of women 66s.—the latter 
figure compares with 72s. 2d. in engineering. The lowest paid 
groups are the clothing and other Wages Councils industries, 
which predominantly employ female labour—for the whole cloth- 
ing group, average earnings were 71s. 10d. Average earnings in 
pottery were 83s. 2d., with 63s. §d. for women. The highest paid 
group of all, which is not included in the survey, are dockers. 
They averaged 152s. 11d. a week in the three months April to 
June, 1947. The largest proportionate increase recorded was for 
the miners, whose average. earnings rose by 140 per cent from 
538. 1od. a week in the three months ended June, 1938, to 129s. 4d. 
in the same period of 1947. 


The conclusions which the survey suggests are that although 
wage earners as a whole have benefited oo wage advances and 
reduced working hours, there are still wide discrepancies between 
different industries, which are due as much to the strength and 
organisation of the unions, and their pressure to maintain the 
traditional differentials between different grades of labour, as to 
the relative skills which those grades exercise or to the importance 
to the national effort of particular industries. 


* * x 


Britain’s Dollar Stocks — 


Dollar securities held by residents in Great Britain were 
estimated by the Chancellor of the smaaiion this week at $58 
million. These include “many not readily marketable.” The 
Chancellor has been asked in the House of Commons whether 
it would not be preferable to sell these securities, and any other 
assets owned by British residents, in the United States and Canada 
in ae A a AMES Be ae thought ‘that the 
suggested action would not. rous in present: circum- 
stances: This total of $58 miifffon tr. therefore, the limit Within 
which the existing switching facilities can be exercised. though 
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it is, of course, always possible that judicious and intellj 
switching may succeed in raising the market value of that body of 
investment well beyond this figure. Conversely, it may suffer 
if holders of the securities do not use their new freedom with 
the acumen expeoted of them. 


The total does not include those securities which have either 
been bought outright from their previous owners by the British 
Treasury or borrowed by the Treasury for use as collateral for 
the loan from the Reconstruction Finance Corporation. ‘The 
value of those assets, many of which are, of course, wholly 
unmarketable and would have little value if separated from 
their present owners (as for example, certain American sub- 
sidiaries of British concerns), has recently been estimated in 
the United States—where all the essential details are published— 
at over $700 million. Discussions of Marshall aid in the United 
States have led to suggestions that immediate emergency assis- 
tance to Britain could be provided by increasing the loan now 
secured by this collateral. For that purpose, however, the re. 
sources of the Reconstruction Finance Corporation would have to 
be reinforced, since the margin of unutilised lending power now 
at the disposal of the RFC would be quite inadequate to meet 
these needs. . 

* * * 


Record Bank Deposits 


The phase of relative stability in the level of bank deposits 
seems to be ending. In the first nine months of this year the 
total net deposits of the clearing banks—that is, after allowing 
for items in course of collection—rose on balance by only £17 
million, but last month the total shot up by £54 million to a 
new peak, at £5,510 million. The change in trend is not, how- 
ever, unexpected, because the moderate rate of increase in recent 
months and the small decline achieved in September were very 
largely due to the rapid rate of exhaustion of the dollar credits. 
Reliance upon these brought relief to the domestic financial 
position because the sterling which the Treasury received for its 
sales of dollars to importers and others enabled it correspond- 
ingly to reduce its normal borrowings through the banking 
system. Receipts from sales of dollars acquired by selling gold 
or by drawing on the International Monetary Fund naturally 
operate similarly, so that there will be no violent impact upon 
the banking system unless and until the external balance of pay- 
ments approaches equilibrium. But already the banks seem to 
be feeling the effect of the reduction from the peak rate of dollar 
expenditure reached two months ago. During September, 
Treasury receipts from overseas sources of finance were so large 
that, despite substantial expenditure both “ above.the dine” and 
below it, the Government was in a-position to repay debt to the 
banking system. Last month, however, although both the 
ordinary deficit and the “ below-liné ” expenditure declined, the 
total was appreciably more than the finance apparently provided 
by sales of dollars, after allowing for the effects of changes in 
certain sources of domestic finance, including the reduct'on in 
the note circulation. On the basis of Mr Dalton’s recent dis- 
closure that the actual dollar outgo was running at about $70 
million per week, the Treasury apparently needed to borrow on 
balance about £20 million trom the banking system. 


For the first time for some months the Treasury’s net demand 
for bank finance, thus computed, neatly aligns with the banking 
figures. It implies that £34 million of the £54 million expansion 
in net deposits during the month was available to finance non- 
Governmental requirements—and this proves to be precisely the 
amount by which the banks increased their advances and invest- 
ments. The expansion of no less than £27 million in advances 
suggests that the slackening of their growth in the previous 
month was purely fortuitous, especially as the latest increase is 
evenly spread among the individual banks. The modest further 
expansion—{6,500,000—in the investment portfolio is, however, 
attributable mainly to the operations of one bank, the National 
Provincial, which earlier this year had reduced its portfolio 
against the general trend. 


The effects of the mainly seasonal switch from Treasury 
deposit receipts to bills were naturally more marked in October 
than in the previous month. The banks’ money market assets 
(bills plus call money) have risen by a further £61 million, while 
their Treasury deposit receipts have receded to £1,147 million, 
the lowest total since the summer of 1943. It is noteworthy 
that, for the first time for five years, the TDR total is now less 
than that of advances. But the impending war damage payments, 


which will swell the Treasury’s need for finance, make it un- 
likely that this relationship will persist for long. 
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Capital Movements in the Sterling Area 


The Chancellor of the Exchequer has announced this week 
that the amount of capital transferred by British residents to 
South Africa and Eire in the twelve months ended June 30, 1947 
totalled £35 million and {10 million respectively. The Chan- 
cellor added that the current trade balance in both countries was 
favourable to the United Kingdom. _ He refused to consider sug- 
gestions that British residents’ assets in those countries should be 
registered and further transfer of capital to them suspended. 
These figures of capital transfers within the sterling area are 
appreciably smaller than estimates made in usually well-informed 
quarters have recently suggested. None the less, the figures given 
by the Chancellor are arresting enough, and. viewed in conjunction 
with the current British trade surplus with those countries,, they 
underline the fact that “ unrequited.” exports can-be financed not 
merely out of accumulated sterling balances held by the overseas 
countries but by allowiyg capital wransfers on the part of British 
nationals. The Chancellor’s answers gave no hint of a change in 
the present system, which allows complete freedom of capital trans- 
fers within the sterling area. He referred to the recent. helpful 
action of the South African Government in arranging for exchange 
of information on capital sent from the United Kingdom to South 
Africa. Although the Chancellor did not refer to the matter, there 
have been reports that the South African authorities have under- 
taken to leave in London any sterling which js accumulated by the 
Reserve Bank of South Africa as a result of movements of capital 


between the two countries. 
* * # 


Misleading Profits Statements 


The Stock Exchange Council has always been alert to the 
danger of a false market developing in shares either as a result 
of inaccurate, incomp ete or misleading information, or of the 
utilisation of inside information. Yer before May this year the 
only directive in the hands of companies to guide them in fram- 
ing preliminary statements was a letter from the Stock Exchange 
Counci! written on December 12, 1938, which was mainly directed 
towards greater uniformity in these statements and not to their 
content. The Stock Exchange was at first willing to rely on the 
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co-operation and good sense of the companies in publishing al! 
necessary information, but the inadequacies of this policy had 
become apparent since the end of the war, and to meet them the 
Council decided last May to incorporate in Appendix 34, Schedale 
VIII, Part I, of the Rules and Regulations a requirement that 
companies would notify the Share and Loan Department im- 
mediately a board meeting dealing with such matters had been 
held, of dividends and cash bonuses to be declared, of the net 
profit figures with comparisons for the year, even if subject to 
audit . . . and of “any other information necessary to enable 
the shareholders to appraise the position of the company and to 
avoid establishing a false market in the shares.” 

The preliminary statement recently issued by the Standard 
Motor Company shows that some companies are content to inter- 
pret their obligations in this matter strictly according to the letter 
of the Regulation. It»could hardly be claimed that the recent 
Standard Motor prel‘minary statement (which gave net profit for 
1946-47 as £198,915 against £283,499 for 1945-46) succeeded in 
conforming to its spirit, for the full accounts of the company 
have since revealed that trading profits actually rose by 30 per 
cent and the fall in net profits was due, noi directly to wading 
conditions, but to the heavy increase in provisions for taxation and 
depreciation. Many Standard Motor shareholders would hold 
that, on a reasonable interpretation of Appendix 34, these facts 
might have been incorporated in the preliminary profits statement. 
It is certainly true that the risk of a false market is increased 
when large and undisclosed provisions are first deducted defore 
striking the net profit figure, more particularly since these pro- 
visions are, to some extent, matters at the arbitrary discretion of 
the directors. Electric and Musical Industries, which published 
a preliminary statement a few days ater, also preferred to leave 
the disclosure of increased provisions for taxation and deprevia- 
tion until the full accounts, with the identical result that the 
published fall in net profit masked the actual trading ressits. 
For a different reason, last year, the preliminary statements of 
Austin Motor and British Celanese misled the market by bringing 
EPT credits into the profit and loss account as parr of profit 
without any safeguarding statement—with the result that in both 
cases an actual deterioration in trading results was not revealed 
umtil the full accounts. 








via PARIS and LISBON 
The fleet of the four-engined **Bandeirantes” 
EVERY MONDAY 


Here is the régular service which is at your disposal— 
passengers, freight, and mail: 


LONDON direct to RIO DE JANEIRO every MONDAY 
(via Paris, Lisbon, Dakar, Recife). Connections at. Recife 
and Rio to every state of Brazil, all Latin American 
countries, United States, and Canada. 
PARIS—LONDON every Sunday. 
LONDON— PARIS every Monday. 
Other services (via Lisbon): 
LISBON — ROME, CAIRO 
CAIRO—ROME— RIO 
PARIS—RIO 


Reservations : 
Arlington House, Arlington Street, Piccadilly, S.W.1. Telephone: REGent 7292 
Freight: 50 Pall Mall, S.W.1. Telephone: WH Itehall 7134, and all travel agents 


Through the skies of three Continents 


é PANAIR D0 BRASIL * 
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All of thése cases, it will be observed, arise from special credits 
or specialy large provisions from gross profits for depreciat‘on 
or other purposes whose omission has altered the sense and the 
direction of net profits compared with those of the preceding 
year. Such information is surely a necessary adjunct to the bare 
announcement of net profits “to enabie the shareholders to 
appra‘se the position of the company.” Cases may be rare where 
a false market in the shares has resulted, bur the risk has been 
considerable and quite unnecessary. Improvement does not re- 
quire the laying down of hard and fast rules. The Council’s 
requirements could hardly be better defined nor more easily 
satisfied by the exercise of a little forethought and commonsense. 
It must be hoped that leading industrial companies will set a 
better example by observing them. 


. * * 


Rising Costs of Shipbuilding 


Estimates of shipbuilding prospects in recent months have 
generally been fairly optimistic, but they have always paid regard 
to the dangers of mounting costs. The tide of costs is still rising, 
and there is increasing evidence that it is over-reaching the power 
of shipbuilders to stem it or the ability of shipowners to ride it. 
Shipbuilding costs, in fact, are rapidly approaching the level 
beyond which owners can see littl reasonable hope of earning 
am adequate return on capital invested in new tonnage. Ship- 
builders set much store by the recent visit of Mr William Neal, 
chairman of the Canadian Pacific, who was known to be con- 
sidering the placing of contracts for new passenger liners to re- 
place war losses. Mr Neal left the Clyde after publicly stating 
that costs were too high, despite the urgency of his company’s 
needs ; and he left Belfast without saying a word. He has 
returned to Canada without placing the expected conteact, 
although it is understood that negotiations are still continuing. 
Mr I. C. Geddes, chairman of the Orient Line, announced at 
the launch of the 31,000-ton Orcades at Barrow that a sister ship 
would be jaid down on the vacated berth, but he pointed out 
that the two ships would cost more than £6 million. Thus, apart 
from covering running costs far in excess of prewar levels, each 
ship will have to earn about £300,000 a year to cover interest and 

epreciation, although it should be possible for them to make 
four round voyages every year instead of three. At Clydebank 
last week, however, there was no repeat order .to follow the 
launch of the Caronia, and an empty berth once more on the 
Clyde tells its own story. The Caromats expected to cost about 
£3,500,000, compared with about £1,600,000 for the larger 
Mauretania built just before the war. 


Shipbuilders themselves recognise the force of owners’ argu- 
ments about the risks of placing orders in the face of rising costs, 
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but builders have no control at all over some two-thirds of abe 
total cost of a ship, which depends on the prices of materials, 
sub-assemblies and equipment. The recent increase in the 

of coal has been followed by a subsequent advance in the Cost of 
steel plates and angles, and this process is reflected in every item 
of the ship’s structure. In today’s circumstances, it :s not : 
sible to quote a firm price until the work is finished. 
problem is to find some means of reducing the costs of ships 
building by an increase in production, so that continuity of 
employment may be assured when the immediate and urgent task 
of replacing specialised tonnage has been satisfied. In the 
run, cargo vessels are likely to provide the bread and butter of 
shipbuilding, but no tramp shipowner is likely to place a con- 
tract until he is convinced that freight levels, which are satis- 
factory enough at present, are likely to maintain over 4 period of 
years a reasonable relationship to current building costs, 


* x * 


United Steel Companies Expansion 


Details of the progress made by United Steel Companies 
with post-war capital projects were outlined at the company’s 
annual meeting on October 31st by the chairman Sir W. Benton 
Jones. The group has two separate schemes in train. The first 
is part of the seven-year programme submitted to the Govern- 
ment by the Iron and Steel Federation and embraces the con- 
struction of two blast furnaces, coke ovens and other equipment 
to be completed within five years, at a cost according to current 
estimates of £5,500,000, a sum which will probably be exceeded, 
The expenditure of this amount has been officially approved, but 
nothing has been said about the start of the work. In view of the 
urgency of expanding steel exports and of current shortages of 
raw materials some delay in implementing this scheme, although 
it is of considerable long term importance, could not be regarded 
as immediately alarming. 


The other capital plans of the group on which good progress 
has been made involved an expenditure of £3,136,000 during the 
year ; there are capital commitments outstanding for a further 
£3,500,000 under this second scheme. The Distington works in 
Cumberland has already commenced operations though it is still 
short of certain capital equipment ; it will be in full production 
by the end of the year, turning out high priority products such 
as ingot moulds, steel castings, coal cutters, coal loaders and 


_ conveyors. A new steel melting shop in Lincolnshire went into 


production this week and all extensions and re-equipment in the 
works there will be completed during the first quarter of 1948. But 
at Steel Peech and Tozer the modernisation of the railway wheel 
works which was to have been completed this year has been held 


_up, and there has been a similar delay in finishing three large 





SECURITY PRICES AND YIELDS 


A tuller list containing 370 securities 


appears weekly in the Records and Statistics Supplement. 
reports also appear in the Supplement; Austin Motor; Standard Motor; British 


Notes on the following company 


Joshua Hoyle. 
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gas holders at Workington, Orgreave and at the Samuel Fox 
works. Other coal saving plant has been installed during the year 
and when the full changeover has been completed a consumption 
of 90,000 tons of oil will replace 160,000 tons of coal, allowing for 
10,000 tons to be saved by the new gas holders, 


The issue of {1,713,546 44 per cent preference capital in January 
this year to finance development and expansion has supplemented 
the strong internal financial resources of the group which have 
been built up over a period of years partly by a cautious ordinary 
dividend policy. The income of the group from its coal interests 
has been reduced by the vesting in the National Coal Board of 
the colliery assets, valued in the latest balance sheet at £4,268,698 ; 
its main-line wagons will be vested in the British Transport Com- 
mission as from January 1, 1948. However, the group’s steel 
output for 1946-47 of 1,708,169 tons—apart from the 1,752,048 
tons produced in 1939-40—was a record and 6.2 per cent higher 
than in 1945-46 although 130,000 tons were lost as a result of 
the fuel crisis. An increase in the earnings on the equity—11.5 
per cent was earned in 1946-47—is anticipated in view of the 
progress being made in re-equipment and expansion and the 
high current rate of national steel output. But the directors, even 
as national’sation approaches, seem determined to stick to their 
long-established dividend policy. 


x x * 


Bank and Fund Statements 


The International Monetary Fund and the International Bank 
have this week issued their latest quarterly statements, In the three 
months to end August, Australia became a member of the Fund 
and the authorised subscriptions of members were, as a result 
increased from $7,721.§ million to $7,921.5 million. On August 31st 
members had paid up $6,579.2 million, of which the amount paid 
in gold was $1,345 million, It is disclosed that approximately 
$100 million in US dollars was sold to members against their 
own currencies during the quarter. Since then the Fund has 
wold at least $180 million to the United Kingdom, and it was 
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announced this week that it has approved Denmark’s application 
to buy $3,400,000, a figure which represents § per cent of the 
Danish quota. ; 

The International Bank’s statement, for the quarter ended Sep- 
tember 30th, announces that loans aggregating $455 million were 
made to France, the Netherlands and Denmark. Of this tctal 
$222 million remained unused at the end of the quarter. The 
Bank’s capital was increased by the admission of Australia to 
membership, and the latest figure has thus been increased to 
$8,225. million. The US dollar resources available to the Bank 
increased by $250 million as a result of the July issue of bonds 
in. the US market, The expenses of this issue amounted to 
$1,267,902. 


* * * 


Ashanti-Obuasi Verdict 


The report of the independent engineer, Mr F. Clelland, 
appointed by the board of Ashanti-Obuasi Reefs to inquire into 
the contradictory reports of assay values in B shaft of the mine 
has now been made available. The crux of the matter is that 
the original sample which gave a value of 1 oz to dwts over 
132 inches at a depth of 160 feet was “salted” before it reached 
the assay office and that the assaying of the check samples which 
showed no evidence of gold values was correct. However, both 
results were known to the mine manager before he sent the cable 
on July 30th, indicating only the gold values found in the original 
sample. The laconic comment of the board on this is that the 
Manager was unable to give any satisfactory explanation 
why he ignored the negative results of the check sample when 
sending the confirmatory cable, or of the long delay in advising 
the board of the true position. Thus the worst fears of the market 
are confirmed. It is something that the manager has been dis- 
missed, but no-doubt the shareholders’ committee which was 
appointed after the stormy general meeting on October ist will 
now press for sterner action. At any rate there has been no 
move on the part of the Stock Exchange to resume dealings in the 
shares. Certainly, no such step should be contemplated until 
fuller investigation into earlier share dealings has been carried out. 
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GOMPANY MEETINGS 


THE UNITED STEEL COMPANIES, LIMITED 


NEED FOR VIGOUR AND DETERMINATION 


COAL SHORTAGE RESTRICTS OUTPUT 
HOME AND EXPORT PROBLEMS 
SIR WALTER BENTON JONES’ SURVEY 


The annual general meeting of The United 
Stee! Companies, Limited, was held, on the 
3ist ultimo, at the Iron and Steel Institute, 
4. Grosvenor Gardens, London, S.W., Sir 
Walter Benton Jones, Bt, chairman and 
managing Cirector, presiding. 

The secretary, Mr Ronald Peddie, C.A., 
having read the notice convening the meet- 
ing and the report of the auditors, 

The chairman said: Ladies and gentle- 
men,—The year 1947 has been disappointing 
for everybody throughout the country. In- 
stead of approaching nearer to a period of 
plenty we appear to have moved away. But 
repining will not help us, imstead we have to 
attack our tasks with renewed vigour and 
determination. 


REPORT AND ACCOUNTS 


The directors’ report and accounts, which 
I am assuming you will take as read— 
(agreed)\—cover the twelve months from 
July 1, 1946, to June 30, 1947. In the report 
you will see a statement of our production of 
pig-iron and steel year by year from 1938-39, 
which I should explain was much below 
normal, to the twelve morghs just completed. 
In 1939-40 the production of beth pig-iron 
and steel were records and the production for 
1946-47 would have been not much below 
these records if the supplies of coal in the 
first six. months..of .1947 had mot been 
drastically rediited. 

Revenue suffered from this brake on pro- 
duction, but when all the circumstances ate 
taken ite consideration you may not com- 
plain ef the results which the accounts 


disclose. 
THE ACCOUNTS 


The accounts are clear and I do not pro- 
pose to review them in detail. The vesting 
of colliery assets in the National Coal Board 
on January -1, 1947, causes changes in a 
number of accounts in the balance-sheet, as 
well as in the nature of the assets. The assets 
vested include fixed assets, certain railway 
wagons, loose plant, stores and stocks. Instead 
of these assets we now have claims for com- 
pensation. The amount of compensation. has 
yet to be determined and may not be deter- 
mined for a year or two. In the meantime 


the figures at which.the vested assets .of a ‘ 





kinds stood in the books and the 2 
depreciation provided im respect of ‘them hat 


been lumped together, and the accounts from — 
which they have been transferred have been | 


correspondingly reduced. Debts in respect 
of colliery trading prior to January 1, 1947, 
have been collected and creditors have been 
paid. 

Apart from these c 
ture from the form, .in .w 
have been presented for a number of years 
is the separation of the provision for depre- 


» the only depar- 


ciation from the. balance of eine mee ar 


‘This will be required in the, fut 
new Companies Act, but in other r 


Ahe, accounts... 


reqhirements Of thar Act have not been ah —— sone GS" quickty"as was expected. 


pated. The uncertainties of the present time 
make it wise to provide for outgoings which 
cannot be foreseen now. The large allocation 
to general reserve has been made with this 
end in view, and, should the need arise, the 
directors will not hesitate to use this reserve 
for any appropriate purpose. 
THE STAFF 

We sometimes hear it said that in spite of 
our dire need Great Britain is not working. 
I do not believe this is true. The relief from 
the tension of war, followed by the coming 
into power of a Government to which many 
thousands of people had long looked forward 
as a means of bringing them a larger share of 
wealth and a greater degree of leisure, cer- 
tainly raised great expectations of an easier 
time. But there is a hard core of stable and 
conscientious people in this country, young 
as well as old, and of all classes, who work 
hard and regularly. These have not changed 
their habits, they continue to work hard and 
regularly, and their endeavours are reflected 
in the large volume of national output. We 
can all do more, maybe, but it is wrong to 
say that as a country we are not working. 
There is, however, so much leeway to make 
up as the result of the terrible destruction 
caused by the war, and the great changes 
which have followed it, that far from having 
an-easier time we are called upon to’ work as 
hard and make as many sacrifices as we did 
during the war, and this must continue for 
a periods the end of which we cannot see 
at present. 

believe the employees of our company 

are among those whom I have described: as 
“the hard core of stable and conscientioug 
people,” and, as the directors say im their 
report, “ all employed in the works and minés 
of the company, and its staff, have worked 
regularly and with great geod will in spite 
of the many difficulties and restraints of the 
present day.” If you will record your agree- 
ment with this tribute it will give all to whom 
it is paid great pleasure and encouragement. 

You will be glad to know that the works 
councils, which were inaugurated at every 
branch more than 15 years ago, and produc- 
tion committees, which were established dur- 
ing the war period, continue to work smoothly 
and are much appreciated by both employees 
and the management. 


WIDENING SCOPE 


The figures of iron and steel production 
set out in the report are only a general 
measure of activity. The turnover is also 
influenced by the growth of finishing depart- 
ments and the greater varieties of products 
into which the steel production is converted. 


In addition, the company is engaged in the 
chemical and engineering industries, in both 


of. which it is increasing its operations. 

The ‘company is ‘ne of the t care 
bonisers of coal in the United Kin and 
consequently it makes large quantities of coal 


gas and tar, from which are extracted a 
number of chemical bases. 


this is to be undertaken “by th 
Unired” Coke and Chemicals Coadiae, 
Limited, a wholly owned subsidiary. 


+ MODERNISATION AND 


sion reported a year ago have not proceedéd 
In this 





It is intended, to 
enlarge the range of products extracted, amd: 
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they do not differ from similar schemes 
over the country. All the basic stec! make 
ing furnaces at the Samuel Fox 
30 per cent. of those at the Templebor: 
works of Steel Peech and Tozer, are , 
fired with oil. Further furnaces at the lar 
plant are in course of conversion and the 
percentage will have been ibe, The era 
course of the next few months, The 
of this changeover—which is made only tg 
ee the short supply of coal—can 
iated by the quantity of oil which it 

will require—namely, 90,000 tons a year 
which displaces 150,000 tons of coal. alt 

Three large gasholders, one at ye 
ton, one at the Samuel Fox works and | 
other at Orgreave Coke works near She 
which should have been completed by 2 
end of 1947, will not now be ready for use 
until the middle of next year. Together ¢ 
will save the equivalent of 10,000 tons of 
per year. 

At Steel Peech and Tozer the modernisa- 
tion of the railway wheel and _ tyre 3 





expected to be finished in the second half 
1947, will not be complete until early in } 

At Orgreave the first of the two new batteries 
of ear gees og was put into operation this 
week. 


LINCOLNSHIRE AND CUMBERLAND 


In Lincolnshire the new steel-melting shop 
will be in operation next week. The 
largement of the constructional engincering 
shop has been completed. The modernisa- 
tion of the section mills, including a new 
cogging mill and the electrification of the 
remaining mills in a new building, expected 
to be completed by the end of 1947, has 
made good progress, but it will not be 
finished until three months later. 

The works of the Distington Engineering 
Company in Cumberland are now in opera- 
tion, but the machine shops a not > 
fully equipped with machine tools 
equipment will be complete by the end of 
1947. The demand for the products whith 
are being made—that is, ingot moulds for 
the steel industry, steel castings for the 
company’s. own use, and coal cutters, coal 
conveyors and coal-loading machinery for the 
coal-mining industry—is very great, and there 
is every reason. to..expect that these works 
will be fully oceupied. 

The two new blast furnaces, coke ovens 
and other equipment to which I referred a 
a - and which form part of the seven- 

amime presented by the Iron and 
Steel ederation to the Government, have 
been approved and permission to proceed 
has been granted. The cost of this installa- 
tion was_estimated to be five and a_ half 
million pounds, and the time for completion 
five years, The estimate of the cost may be 
exceeded because of the continuous rise im 
costs; completion will be in stages, but it is 
hoped that the whole will be in operat.on in 
less. than five years. \ The cost of the in- 
stallation will-be spread over a number of 
years and no part of it is included in the 
outstanding commitments referred to in the 
directors’ report. 


ANALYSIS OF EXPENDITURE 


A lar rt of these schemes is correctly 
described or as modernisation. It is therefore 
appropriate. to refer once more to the - 
conception in the minds of many people of 
the term? profit applied to the operation of @ 
sateen undertaking. They appear to 


ore P= sufplus of curtent expenditure 
income ‘surplus goes without 
nak ado aoe Reis ot stockholders 


of partners. This surplus has to meet many 
oe of -ityhas - come, as well as @ 


calls. 
abd!  iyerurrh to wseetkbolder and all the 
-% nines Which’ go go to ‘heed eye Mundecukiag 


alive and up to date. 
There is a similar misconception about 
dividends. Dividends are. regarded bys 
samount of <a 


as the rerurn_on the 

¢ ep amabicy ee eaten partners | in the form of sh 

. T t $ to 
savings in an ange to pay for improve- 
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ment or enlargement, the. dividends they 
receive thereafter are the return. not only 
on subscribed capital, but also on the savings 
left in. 1S gts 

I mention these two subjects because one 
hears and reads so often of ideas about limit- 
ing profits and limiting dividends as if there 
was really a large fund in them which could 
be tapped for the comnyunity at large: They 
are not golden eggs, but only ordinary eggs, 
and if the geese which lay 1uem are starved 
they will not lay at all. In this connection it 
will interest you to see in the short statement 
which has been handed to you how the gross 
revenue of the company in 1946-47 was ex- 
pended. 


DisposaL OF GROSS INCOME FoR YEAR ENDED 


30 JuNE, 1947 Fe 
Equiva- 
lent 
Total propor- 
amounts tions 


o 
Gross income received 38 66 54 100-00 





Amounts expended on : 
Raw materials, fuel & 
CET VICES dass iii ccveies 20,766,459 53:3 
Wages, salaries and 
National Insurance 11,501,641 
Hohdays with pay....... 369,700 30+9 
Pensions for staff and 
TOSI scant ctttnnan . 160,000 
Rents, rates, insur- 
ances, Stationery & 
general trade ex- 





PCNECS...iieseces oe 722,156 : 
Delivery charges ...... 1,996,716f 7° 
PRBMIOR vis inctsheninwais 1,200,000 3-1 
Dividends to stock- 

Poids... inerecinsnene 0: sa ta 1-4 
Retained in the busi- 

ness for depreciation 

of plant and machi- 

nery and for other 

PUTPOSES.......0e00ee% - 1,692,441 4-3 

38,961,594 100-00 
Number of employees ...,........ seeeee 30,900 
Number of stockholders ..,........ sss 26,498 


Raw materials, fuel and services absorb 
53.3 per cent. Wages, salaries, workmen’s 
insurance, including holidays with pay, pen- 
sions for staff and workmen absorb 30.9 
per cent. Delivery charges, rates, insurances 
and general trading expenses absorb 7 per 
cent. ‘Taxation requires 3.1 per cent, 
Depreciation of plant and machinery and 
unappropriated balance require 4.3 per cent, 
and dividends to stockholders require 1.4 
per cent, It is interesting also to see that the 
number of stockholders, namely, 26,498, 
approximates closely to the number of em- 
Ployees, which now that the coal miners are 
employed by the National Coal Board are 
reduced to 30,900. 


NEAR FUTURE PROSPECT 


The prospect for all our works for the near 
future is one of full employment, Nearly 
everything we make is of high priority and 
although our direct exports relatively are not 
large we serve many exporting industries 
indirectly, We are now receiving larger 
supplies of coal and we understand every 
effort will be made to supply our full re- 
quirements. The smooth working and 
regularity of our operations will depend on 
the success of the export drive to which the 
nation’s energies are now tc be directed. 


IMPORTANCE OF EXPORTS 


It seems that since the war ended as a 
country we may have been trying to catch 
Up too quickly in directions absorbing, for 
capital purposes at home, the use of labour 
and raw materials which might have been 
converted into goods for sale abroad. In 
speaking to you two years ago I said: “At 
this critical: stage production for sale in the 
world’s markets may be more important than 
Preducing for ourselves cap:tal goods which 
may not become productive until the present 


gaping markets, which we thereby er 
haye been partially ge pee rhs Wi 
by then have captured iff which 


at present belongs ‘to us.” And last Year 1 
expressed the same view in similar terms, 

I do not suggest that ‘the importance of 
export has not been widely recognised, but 
it is obvious that the jam for labour and 
materials which frustrates us has been made 
more severe by embarking on capital ex- 
penditure much in excess of what could be 
completed in a i1easonable time. We now 
find ourselves with many things ‘only ‘partly 
done, and still progressing far too slowly, 
compelled to divert our energies in a dis- 
orderly manner to the production and sale 
of goods abroad which might have been 
made and sold in the last three years, 

We cannot recover what we have lost, but 
how much better it would have been to have 
avoided the loss, and how much more vitalit 
there would have been in our commerce aaa 
industry, However this may be, we have 
now to concentrate all our energies on ex- 
port. Priority in the supply of raw materials 
and in the allocation of labour is to be given 
to those undertakings in every trade which 
can achieve high targets in export. Without 
wishing to be discouraging, is it not crystal 
clear. that even im the export drive coal comes 
first? 

COAL 


If you will allow me, I will dwell for a 
few moments on the subject of coal, because 
everybody in these days is rightly concerned 
about it and it affects our company in many 
ways. 

A large part of our property has been 
vested in the National Coal Board. When 
the coal mining royalties were acquired by 
the State the valuation and the payment of 
compensation was not completed for six 
years. It is certain that we shall have to 
wait for some time for compensation for our 
coal mines, but I hope not so long as that, 
The number of our employees has been re- 
duced from 45,400 to 30,900, represented by 
the number of colliery workers who have 
Passed over to the National Coal Board, 


FUTURE SUPPLIES 


We are very large users of coal, for the 
most part coking slack. We estimated that 
in order to give us the quantity of coking 
slack we required it would be necessary to 
mine not less than five million tons of coal 
a year. In recent years we had patiently 
acquired a number of. colliery undertakings 
in addition to the collieries which formed 
part of our original amalgamation, which to- 
gether secured for us a coalfield in Cumber- 
land and another in the Midlands sufficiently 
large to supply all our requirements for the 
lifetime of our works. We have now lost con- 
trol ot this quantity of coal and in the future 
it will be a raw material which we have to 
buy. 

In future we shall be dependent on the 
National Coal Board, which means that we 
not only want from them sufficient coal, but 
coal of the right quality. We have no reason 
to suppose we shall not be well served by 
the National Coal Board, but that is not the 
same thing as having the coal in our own 
hands. In this connection, however, I would 
like to say that in these. difficult times the 
National 1 Board has served us well. The 
price of coal is already very high; it has re- 
cently been raised to cover rising costs and 
it may be raised again. 


AN ESSENTIAL FOR SURVIVAL 


If the export drive is to succeed, the out- 
put of coal in this country must be raised 
sufficiently high to pee a large quantity 
of coal for export. To call for export in the 
abstract assumes that buyers abroad will buy 
anything we care to offer... But why should 
we make this assumption? Buyers want 
some things more than others. Coal js 
wanted more than anything else in export 
markets, and at home it is wanted to feed 
industry before it can. manufacture goods for 
export. If it is true to say that we cannot 
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survive without export it is probably true to 


Say that. without 
3 


ya Have we to wait ont tnempbey ment 
ves home this truth? But if we do not 
get enough coal unemployment may soon be 


€ seem resigned to insufficient output 
and are settling down to dole it out to 
industry, and. services according to some 
estimate of need, leaving the man in the 
Street and his wife and children to shiver 
and make do with what is left. 


RAPID INCREASE IN OUTPUT NEEDED 


We needa rapid recovery in output. In 
1946 it had fallen to 180 million tons, which 
was 60 millions less than in 1937 and more 
that 100 millions below the peak output of 
1913. In the past the coal-mining industry 
has responded to rapid increases in demand, 
Output jumped between 1912 and 1913. by 
27,000,000 tons ; between 1922 and..1923 by 
26,000,000 tons; between 1928 and 1929 by 
20,000,000 tons, and between 1935 and 1937 
by 18,000,000 tons, 

These jumps were made possible in two 
ways ; first, by an increase in the number of 
men employed, and, secondly, by a larger 
output per man-year. I need not trouble you 
with the figures in each case, it is sufficient to 
give them for the last. jump, Between 1935 
and 1937 the increase in men employed wae 
22,000 and the increase in output per man- 
year was 15 tons. In 1937 there were 
776,000 men employed ; they prodticed 

00,000 tons of saleable coal notwith- 
standing that ue, one of coal were not 
in full demand the man-year output of 
the tons was higher than in any year since 


If the number of men employed and the 
output per man-year could be restored to 
the 1937 figure, this would give the country 
240,000,000 tons of coal a year. We are 
being taught to congratylate ourselves if out- 
put reaches 4,000,000 tons in a week, whereas 
nothing less than 5,000,000 tons in a week 
will meet our crying needs, 


A SHORT-TERM PROBLEM 


What is it that B rete sufficient men 
volunteering for work in the pits, and what 
is it that prevents them producing at the 
rate of 310 tons man-year? It seems un- 
believable that the answer is the lack of the 
latest American machinery and American 
methods, which will take Baie or five years 
to imtroduce and which cannot be applied 
universally. are not the means to 
restore production to what it was, but to 
increase it after it has been restored. 

Is it not abundantly clear that the produc- 
tion of sufficient coal is not a long-term pro- 
blem but a short-term problem requiring 
more men and more production, not so much 
per man-shift as per man-year. But, how-~ 
ever sufficient production is to be brought 
about it cannot wait for four or five years. 
The solution of this lem is not one of a 
number of our problems, but it is the one 
problem, and it may even bring with it the 
solution of nearly all other problems, It is 
the concern alike of Parliament, industry and 
the man in the street. 


CONCLUSION 


In conclusion, in our company we have the 
plant, the men and the will to make our due 
contribution to the target at which the steel 
industry aims; we shall be aided by the 

isation and extensions which we. have 
clready completed and others nearing com- 
Paes ae provided the raw materials are 
available we expect to play our full part. 

The report and accounts were unanimously 
adopted ; the proposed final dividend of 54 
per cent., making 8 per cent. for the year, 
less tax, was approved ; the retiring direc- 
tors, Mr C. t. Ward Jones, Mr Gerald 


Steel, J.P., Mr R. F. Summers ‘and Sir 


Herbert Walker, K.C.B., were re-elected and 
the auditors, Messrs Peat Marwick Mitchell 
and Co., having been reappointed, the pro- 
ceedings terminated with a vote of thanks to 
the chairman, directors and. staff. 
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KAMUNING (PERAK) RUBBER AND TIN 
COMPANY, LIMITED 


THE BATTLE FOR DOLLARS 


“A GREAT CAMPAIGN’? 


SIR JOHN HAY’S VIEWS 


The annual general meeting of the 
Kamuning (Perak) Rubber and Tin Com- 
pany, Limited, will be held, on November 
24th, at 19, Fenchurch Street, London, E.C. 


The following is the statement of the 
chairman, Sir John Hay, circulated with the 
report and accounts :— 

After a lapse of six years we present 
accounts showing such a profit as, in the 
opinion of your board, justifies the payment 
of a dividend although only a modest one. 
We have not followed the usual course of 
merely recommending a dividend, but have 
declared it in the form of an interim pay- 
ment By so.doing, payment warrants can 
accompany this Double postage and paper 
are thus saved, and by paying at a rate of so 
much per share, tax free, clerical work and 
time which would otherwise be spent on fine 
computations are spared. Such are the 
economies to which the hard pressed rubber 
producer must resort if his expenditure is to 
be related to the meagre revenue grudgingly 
allowed to him. 

Although our capital is only £200,000, we 
have 4,000 stockholders, which gives an 
average holding of £50. This, then, is the 
company of “the small man.” I should like 
to think that each of the 4,000 would have 
the patience to read this statement as a 
sequel to the one I issued Iast year, and in 
reading to appreciate that his interest in the 
fortunes of the industry, of which this com- 
pany is but one of many units, extends far 
beyond the payment of dividends, however 
welcome they may be. 


A COMPARISON IN COSTS AND REPLANTING 


But before I deal, and then only very 
briefly, with these broader questions, it is 
proper that I should review our domestic 
activities. You will learn from our report 
that although we lost 900 acres of rubber, our 
crop was the highest in our history at well 
ever two million pounds and represents an 
average yield over the area tapped of 987 Ibs. 
per acre. I have made a comparison between 
our costs per pound for the period under 
review with those of the year immediately 
preceding the war. This comparison shows 
some remarkable results: for instance, the 
omnibus item “General Charges,” which 
covers Management, supervision, administra- 
tion, office expenses, and all such fixed 
charges shows no increase over the year 
1938-39, that is calculated in terms of cost 

_ per pound. . Considering the high costs now 
prevailing for all such services, that is indeed 
remarkable. 

On the other hand, the cost of works upon 
which labour is directly employed has in- 
creased very substantially: tapping, the main 
estate operation, is over three times more 
costly than it was in 1938-39. That the over- 
all increase in estate cost is not greater than 
74 per cent. is due to high output, a skilful 


disposition of labour and a close observation 
throughout of strict economy. The rice situ- 
ation has not improved since I made my 
statement last year, and therein lies the main 
cause for high labour rates. Against a pre- 
war consumption of 16 ozs., the official ration 
permitted to a labourer in Malaya is 2.3 ozs. 
To supplement this totally inadequate allow- 
ance he resorts to the black market where 
he can purchase his additional requirements 
at a greatly inflated price. Wages have per- 
force to be adjusted accordingly. 


The secondary causes aggravating this 
condition still prevail, namely, a regrettable 
hesitation at times to enforce law and order, 
political and social unrest, and a loss of 
former skill. To complete my brief review 
of costs I should mention two items of ex- 
ternal expenditure. Ocean freight has in- 
creased 100 per cent. as compared with 
1938-39, while London administration 
reckoned again in terms of output has de- 
creased by 41 per cent 


REPLANTING POLICY 


Of the 900 acres lost through enemy action, 
we are replanting 448 acres this year, an 
operation which we could have carried out 
at lesser expense if it had been undertaken 
earlier. But for some reason, never yet €X- 
plainel, we were prohibited from doing so 
by a Government regulation, Replanting is 
for us no new development. It is but the 
continuance of a policy upon which we em- 
barked 20 years ago: as a result, nearly 
60 per cent. of our planted area consists of 
rubber, budded or planted with selected high 
yielding stock. There is a definite limit to 
the economic life of a rubber tree. Replant- 
ing is a continuing and ever-recurring operta- 
tion, the cost of which must necessarily be 
met out of revenue, and the only sure basis 
for this regenerating and modernising process 
is a profitable industry. There is no finan- 
cially prudent alternative. To resort to 
borrowing money for replanting is at the best 
a desperate expedient involving both the 
borrower ard the lender in risks which are 
uncommercial. 

I hope that this short recital of sober facts 
will help to some understanding of the 
economics of modern day rubber production 
and act as a corfective to the apocryphal 
accounts which largely originate in America, 
the underlying reason for which is, no doubt, 
a growing realisation of the need to justify a 
restrictive trade practice, the continuance of 
which in a great creditor country is without 
moral or economic sanction. 


RUBBER EXPORTS AND PRICES 


Rubber exports from British territories to 
the U.S.A, in 1947 may well reach the figure 
of 550,000 toms. At current prices that 
represents a considerable sum in dollars. It 
is only, of course, but a part of this country’s 





THE ECONOMIST, November 8, 10¢7 


total dollar requirements necessary for the 
purchase of raw materials and of our present 
drab and meagre food rations. None the 
less, rubber is the outstanding item in ‘our 
exports to the U.S.A., and if the figures that 
I have just given are realised, then in value 
they may be found to exceed the total of aif 
the similarly directed exports of all the 
domestic industries of the U.K. If by such 
comparisons I again draw attention to the 
vital part played by rubber in our overseas 
trade, it is because it is so seldom done else. 
where and it is so very relevant to our pre- 
sent economic plight, 

But the figures I have given can only be 
regarded with qualifiea satisfaction. Part of 
our present exports are being taken by 
America for stock piling and to that extent 
do not represent recurring demand. The 
price, although above the miserable level that 
was Current a few months ago, shows only a 
slender profit on present-day costs, and is far 
remote from the high prices we still have t 
pay for our essential imports from the U.S.A, 
Moreover, we cannot expect that British ter- 
ritories can continue indefinitely to enjoy 
their present predominance in rubber pro- 
duction, Other territories at present dis- 
turbed will again become tranquil and re- 
sume production on something approaching 
their former scale. If restrictions on the use 
of natural rubber are continued in the U.S 
then the value of our exports both relatively 
and actually will decline, to our serious” 
economic detriment. 


“ A GREAT CAMPAIGN ” 


When we resumed production in Malaya 
we were solemnly and repeatedly warned 
that we must be prepared to meet the com- 
petition of synthetic substitutes developed in 
the U.S.A. during the war. When does this 
competition start? Or after all is there to 
be no competition because the U.S.A. team 
prefers the shelter of the high wall of an en- 
forcement order ? 


In a recent speech dealing with what he 
termed “the Battle of the Gap,” the Lord 
President of the Council is reported to have 
said: “The Government must conduct a 
great campaign of negotiation to remove im- 
port restrictions on British goods, open up 
the channels for our trade, and give our in- 
dustry its chance.” To one like myself, who 
started in his humble way on such a campaiga 
soon after Méalaya’s liberation, that is a 
gratifying pronouncement. But is there 
really to be “a great campaign” or just 
“negotiation through the usual channels” 
in the course of which we play a diffident 
and appeasing part and emerge with much 
the worst of the bargain ? 


A great campaign against formidable 
although friendly opponents can only ‘be 
carried through to a successful conclusion if 
it is conducted with courage, determination 
and skill. Although in this context seldom_ 
mentioned and seemingly lightly regarded, 
rubber is still the most important of our hard. 
currency exports, and one of the first objec-: 
tives in the “ great campaign” should surely 
be the abolition of all restrictions on its use. 
If we do not capture that salient jt will go 
ill with us in “the Battle of the Gap.” ‘And- 
that connotes continuing and _ increasing 
privation at home as well as a lowering of 
the standards of living in our Eastern teffi-. 
tories, sae 

Our thanks are due to our manager and 
to his deputy, Mr I. Murray, who acted for” 
him when he was on leave, and to their staff,” 
for‘all their excellent work. 








5: a 
Eseag 


elie 


lalaya 


ed in 
s this 
re to 


n en- 


at he 


have 
uct @ 
e im- 
n up 
ur in- 
, who 
paign 


P yust 


fident 
much 


idable 
ly “be 
ion if 





FRaSERER ER RAE 


THE ECONOMIST, November 8, 1947 


MUREX, LIMITED . 
LARGER TRADING PROFIT 


The twenty-eighth ordinary general meet- 
ing of Murex, Limited, was held, on the 
30th ultimo, in London, Mr George P. 
Josepa (the chairman) presiding. 

The following is an extract from his circu- 
Jated statement for the year to June 30, 
1947: — 

The trading profit for the year, £294,313, 
before provision for depreciation and taxa- 
tion, shows an increase of £142,725, as com- 
pared with the previous year, and reflects 
the improved trading conditions experienced, 
particularly in the latter part of the financial 
yeor ; despite this improvement, the profits 
are again below the standard profits for the 
purpose of E.P.T., and a refund will arise 
on the six months’ period to December 31, 
1946, the date of termination of E.P.T. The 
dividend from Murex Welding Processes, 
Ltd., is the same as for the previous year. 

The trading profit of. that company for 
the year has increased also, as compared with 
the previous year, and reflects savings result- 
ing from the introduction of further measures 
designed to improve efficiency and to 
eliminate waste. 


PROGRESS ACHIEVED 


Despite the difficulues which your com- 
pany, in common with industry. generally, 
has experienced during the past year, pro- 
gress has been achieved. There has been an 
improvement in the demand for ferro alloys, 
special metals and alloys and chemical pro- 
ducts ; there has also been a satisfactory in- 
crease in the sales of tungsten carbide (hard 
metal) tips for cutting and turning tools, 
tungsten and molybdenum rod and sheet and 
wear-resisting dies ; the latter products are 
distributed in the home market substantially 
by Protolite, Ltd., the company’s specialised 
selling organisation for these secondary pro- 
ducts. The demand for welding electrodes 
has continued at a high level, but owing to 
the shortage of steel supplies it has not been 
possible to meet the demand, and sales of 
welding electrodes have decreased ; sales of 
welding plant have. decreased also in com- 
parison with the previous year. 

Your company’s export trade has shown 
a marked improvement and the values of 
orders received during the year for the pro- 
ducts of the parent company are three times 
those of the previous year. This expansion 
of export business is directly attributable to 
the decision reached by your directors in the 
closing stages of the war, to build up a strong 
export organisation, a policy which has been 
energetically pursued over the intervening 
period. As a result, your company is now 
meee abroad by agents of the highest 
calibre. 

The research departments at Rainham and 
Waltham Cross have been actively engaged 
during the past year on the modernisation 
and improvement of our manufacturing pro- 
cesses and the development of new products. 


PERSONNEL 


During the past year the company has 
adopted the 44-hour working week, and by 
agreement with the unions concerned has 
introduced a guaranteed week which ensures 
the maintenance of a minimum wage equal 
to 34 hours at the basic time rate to all 
manual workers. ‘There exists among our 
employees a real appreciation of the need 
for increased production, and I am glad to 
have this opportunity to convey to the staff 
and employees, the thanks of the board and 
the stockholders for their continued loyal co- 
operation. 

The improved demand for the products of 
the parent company in the closing months of 
the past year has been maintained in the 
opening months of the current financial year. 
Your directors are confident that a great 
expansion lies ahead in the arc welding 
industry, 


The report was adopted. 





GOODE DURRANT AND 
MURRAY, LIMITED 


SUBSTANTIAL IMPROVEMENT 


The forty-ninth ordinary general meeting 
of Goode Durrant and Murray, Limited, was 
held, on the 3rd instant, in . 
— P. ScHooiar, the Chairman pre- 
siding. 

The following is the Chairman’s circulated 
statement ;— 

The directors have pleasure in being in a 
position to place before shareholders a 
balance-sheet for the year to July 20, 1947, 
which displays a sound financial and trading 
position. The demand for general merchan- 
dise has been well sustained and promises 
to continue on a satisfactory basis for goods 
of quality and sound construction. We have 

hard put to it throughout the year to 
maintain stocks at a suitable level, and a 
substantial part of the stuff we have handled 
has been of a nature we would hesitate at 
stocking when goods are in normal supply. 

The Australian turnover shows a_ sub- 
Stantial increase on that of 1946. Rates of 
gross profit are lower, and, were it not for 
the increase in turnover, would be cause for 
concern, Further reductions in profit 
margins issued in recent Prices Orders will 
adversely affect our future gross profits. Our 
only remedy is continuous increase in turn- 
over. Our London activities on overseas 
business continue at a satisfactory level. 
Similar market features to those experienced 
in Australia have been reported from other 
countries, This business is valuable in help- 
ing US tO Maintain associations with suppliers 
in markets from which Australia is tem- 
porarily excluded, and also in bringing to 
our notice developments in other countries 
which may be turned to account in our 
Australian business. 

The result of the year’s trading is a sub- 
stantial improvement on last year. Ample 
provision has been made for future taxation, 
doubtful debts and known contingencies. 
The directors recommend that the dividend 
on the ordinary shares be raised from 7} per 
cent. to 10 per cent. In addition, the remis- 
sion of taxation enables the recommendation 
of a bonus distribution of 2} per cent. Pro- 
perties, fixtures, fittings and plant are taken 
into Our accounts at conservative values and 
are in good order and condition. 

In other respects the balance-sheet reflects 
the increase in trade. Amounts due to the 
company are greater bY. £126,957 and stocks 
have increised by £441,101, which is largely 
accounted for by goods in course of shipment 
from this country to all parts of the world. 
It should be pointed out that the amount 
of bills receivable covers goods on the water 
and proceeds on the way back, and that the 
amount bears true relationship to the trade 
being done. Liabilities no creditors and 
bankers are increased by £330,058, which 
consists chiefly of the amount required to 
finance the increased shipments, Reserves 
and provisions for income-tax and contin- 
gencies show increases of £155,278, and in 
the opinion of the board this addition is 
adequate to protect the company against 
fluctuations in the market and any other un- 
foreseen contingencies. 

Prices of goods, whether of Australian 
manufacture or of British or foreign origin, 
are still rising, and we are wondering when 
the peak will be reached and the decline set 
in. Turnover and profit will soon reflect any 
downward trend, and as prices recede our 
ratio of expenses will increase. Some lines 
are already reported as fully sufficient to 
satisfy demand, and consumers are more ex- 
acting and discriminating. Certain traders 
incline to the opinion that trade will develop 
weakness, some going so far as to predict a 
slump. We are not en to go so far, 
but do say, very definitely, that conditions 
are developing which call for caution in buy- 
ing and in treatment of stocks. 

Goods of British origin continue in request 
from all quarters, but: owing to limited 
export from the United Kingdom we have 
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been forced into other markets. Various 
controls still, operaung, in. Australia affect 
progress, but we are hoping for some relief 
in this direction, and a progressive return to 

trading. | Definitions ‘of normalcy 
vary, but for us it means a demand for sound 
goods at right prices. It means a return to 
competition and the servicing of trade by 
means of travelling salesmen ; in short, rising 
expenses absent in a sellers’ market but ever 
present in a buyer’s market, 

With less money to spend, the public will 
devote more time to a search for values, and 
our problem will be to adjust expenses to 
changing conditions and to expend greater 
effort where best results can be expected. 
The change in conditions was recently 
described by the Perth correspondent of a 
British trade journal—“ Gone is that firs? 
careless rapture of the early demobilisation 
days when deferred pay was being spent with 
abandon.” Income-tax reductions operating 
from July Ist will improve the position of 
the average wage-carner to some extent and 
help those who have to rely on the weekly 
pay envelope for their upkeep. The return 
of men from the Services was effected 
smoothly, and we are pleased to state that, 
with very few exceptions, they’ resumed 
duties im a satisfactory manner. 

In South Australia expansion in secondary 
industry continues in an encouraging. 
manner. Rains have been good, and agri- 
cultural and pastoral prospects are promis- 
ing. The season opered well in Western 
Australia, but dry conditions during August 
caused some crop deterioration. Mining is 
employing a large number of men, and’ 
would show marked expansion if labour and 
machinery were available. In view of the 
demand for gold, every effort can be relied 
on to foster the industry. Interest in water 
supply is steadily growing, and we again 
emphasise the importance we attach to pro- 
jects connected with providing adequate 
storage and distribution to town and country. 

The report was adopted. 


ALLIED BAKERIES, LIMITED 
' GRATIFYING RESULTS 


The twelfth annual general meeting of 
Aled Bakeries, Limited, was held on the 
31st ultimo, in London: 


Mr F. G. Russell, who presided, in the 
course of his speech said: — 


In spite of the difficulties of rationing and 
scarcity of essential supplies, we have had a 
most gratifying trading year. The improved 
sales volume’ has resulted in a net profit 
of £595,754, which is some £218,000 greater 
than last. year’s figure of £377,015. The 
dividend on preference share capital. at 
£42,000, together with the dividend of 20 

cent, on the ordinary share capital, ab- 
sorbing £154,000, makes the total remunera- 
tion of capital £196,000. 

One matter which continues to engage a 
great deal of the’ time of your board is plan- 
ning for the future and a considerable amount 
of preparatory work has been done so that 
our development plans can be put into opera- 
tion as soon as it is possible to obtain the 
necessary buildings and plant. We have 
acquired many strategically placed building 
sites for new factories up and down = the 
country, and in many cases have the blue 
prints ready for use when it is possible to 
obtain licences to proceed, and have placed 
orders for the plant and equipment required. 


Our current sales and profits are being well 
maintained as compared with last year. But 
I would hesitate to forecast the future trend 
of events in the present uncertain economic 
state of the country. A substantial propor- 
tion of-furare profits will have to be retained 
in the business to meet the cost of re- 
equipping our factories and for ovr expan- 
sion programme in order to strengthen the 
company’s financial position for the future. 


The report was adopted. 


M82 


WILLIAM DOXFORD AND 
SONS, LIMITED 


RESTRICTIONS AFFECT OUTPUT 


The fifty-fifth annual general meeting of 
William Doxford and Sons, Limited, was 
held, on the 31st ultimo, in London. 

Mr E. P. Andreae, Ph.D., the chairman, in 
the course of his speech, said: At our last 
annual general meeting I mentioned that 
orders in hand would keep our establishments 
fully occupied for a considerable time ahead 
unless, of course, circumstances entirely 
beyond our control should force us to modify 
our programme. Such circumstances did 
arise during the year under review, resulting 
in quite a serious setback in output, which is 
reflected in the figures. 

The balance brought forward from the 
profit and loss account at £231,843 shows a 
drop from las: year’s figures of some £72,000, 
After providing for reserves and the divi- 
dends, paid and proposed, the carry forward 
stands at £74,710. I think it will be generally 
conceded that, in spite of the very strong 
financial position of your company, the 
reduced profit shown this year, coupled with 
the universal uncertainties and _ supply 
problems still facing the industry, fully justi- 
fies your directors’ decision to reduce the 
bonus recommended to 5 per cent., as against 
the 10 per cent. last year. 

The exceptionally severe winter weather, 
which seriously handicapped work in the open 
for several months, was followed by the 
removal of the shipbuilding and marine 
engineering industries from any priority pre- 
viously accorded to them. 

As a result of handicaps, we completed and 
delivered during the year only seven ships, 
totalling 44,892 gross registered tons, as 
against eight ships, in the previous year, and 
against the target of 12 per annum we had 
hoped to achieve when we laid our plans on 
the cessation of hostilities. 

Our engine works, in addition to building 
the seven sets of oil engines of 25,500 B.H.P. 
for our own ships, supplied six sets totalling 
19,800 B.H.P. to other shipbuilders, making 
in all 45,000 B.H.P., against more than 
50,000 B.H.P. in the previous year. Here, 
again, a much higher target had been set, 
but scarcity and spasmodic deliveries of 
materials destroyed the rhythm of planned 
production, and at the same time both output 
and costs suffered by the reduction in work- 
ing hours from 47 to 44 per week, which was 
introduced in January, 1947. 


DEMAND FOR OIL ENGINES 


I have always stressed the importance to 
this company of its marine engineering 
department. The demand for the Doxford 
oil engine continues to expand rapidly. There 
are now 11 marine engineering firms build- 
ing the Doxford engine under licence in 
Great Britain and four firms abroad, with 
the result that we can record a total of over 
a million indicated horse power now build- 
ing or on order. During the year our 
licensees alone have completed 29 Doxford 
engines, totalling nearly 131,000 B.H.P. 

Whilst it is satisfactory to know that we 
have a large number of orders on our books, 
it is doubly unfortunate that the scarcity ot 
materials is so seriously retarding their fulfil- 
ment, particularly as many of them are for 
foreign account. Export being of such vital 
importance to the economy of our country, it 
is rather surprising that more is not being 
done to assist the shipbuilding industry. 

Not only the present building cost of ships, 
but probably even to a greater extent the 
impossibility of quoting fixed prices, or of 
giving reasonably firm dates of delivery, has 
made shipowners very chary of placing further 
orders, in spite of their need for tonnage. “We 
can only hope that, as present contracts in 
hand near completion, circumstances will 
have so changed as to encourage new orders. 

The report was adopted. 


HARRISONS AND CROSFIELD, 
- LIMITED 


GRATIFYING PROGRESS 


The thirty-ninth ordinary general meeting 
of Harrisons and Crosfield, Limited, was 
held, on the 4th instant, in London. 


Mr H. Eric Miller, the chairman, in the 
course of his speech, said: The profit and 
loss account shows in the aggregate grati- 
fying progress in the right direction, The 
greater part of the profits we carn are the 
direct result of our initiative and enterprise, 
as Merchants, at Head Office, at our branches 
and at the offices of our subsidiary and 
associated companies overseas. The busi- 
ness was founded over a century ago for the 
merchanting of tea and, although our later 
activities in the development of the planta- 
tion industries of the East have drawn the 
limelight, we have continued to fulfil our 
original mission on an expanding scale. 


At the same time we have built up and 
developed an extensive general trading busi- 
ness all over the world. Merchant firms 
like ours, with a competent organisation and 
adequate financial strength, perform a valu- 
able function for British manufacturers, 
who are thereby enabled to concentrate on 
their own problems of production, knowing 
their sales effort, particularly in overseas 
markets, to be in the hands of specialists 
who can correctly interpret the requirements 
of their clients. One of the most attractive 
features of our business is that so much of 
it is transacted abroad. In addition to our 
successful fostering of British exports on an 
expanding scale, we take a very substantial 
part in entrepot trade throughout the world. 


In spite of a continuing shortage of rice— 
the staple food-—the economic recovery of 
Malaya has been rapid beyond expectation, 
due to the commonsense, enterprise and 
adaptability shown by businessmen of all 
races in circumstances which have put those 
qualities to the test. Great credit is due to 
them ; by contrast it is deplorable that the 
restoration of law and order has not made 
more progress. 


NEED FOR FREEDOM 


The strength of this country at any par- 
ticular time lies not so much in the Govern- 
ment as in the people themselves. If a 
stranglehold is clamped on their initiative, 
and if the will to put the best foot foremost 
is persistently weakened by official or trade 
union agency, how can a country in our 
present straits hope to make a real recovery ? 
Hence the need for us rapidly to recover 
a reasonable measure of individual freedom 
as urged with inimitable vigour by Mr 
Winston Churchill. 


Mr Haydn QO. Peake, the vice-chairman, 
referring to his recent visit to Canada, said: 
Canada is not a new field for the company’s 
operations. As a convenience of organisa- 
tion Harrisons and Crosfield (Canada) 
Limited, was registered in Canada in 1938 
to consolidate the business other than tea 
and coffee. This company’s activities con- 
sist mainly of import and distribution of 
raw materials for industry, including the 
paint, textile, rubber, paper and tanning 
trades, feeding oils for the farming industry, 


and a number of other lines. A considerable . 


export trade has also been developed to 
various parts of the world. 


Canada is a country with a great future. 
Wise leadership during the war and since 
has enabled her to avoid, or at any rate to 
mitigate, some of the economic difficulties 
with which other countries have been con- 
fronted since the war. Business prospects 
in Canada will appear to be good. 


The report was adopted and a final divi- 
dend of 20 per cent. (making 25 per cent. 
for the year) on the Deferred Ordinary stock 
was approved, 
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INDUSTRIAL FINANCE AND 


INVESTMENT CORPORATION, 
LIMITED 
ANOTHER SATISFACTORY YEAR — 


The annual meeting of this company will 
be held on the 12th instant. ie 
The following is an extract from the state. 
ment of the chairman (Mr J. N. Buchanan, 
D.S.0., M.C.), circulated with the report 
and accounts :— 5 

It will be seen from the accounts thar 
your company has had another active and 
satisfactory year. 

Compared with last year, net rev 
after taxation, is higher by approximately 
£19,000; after allowing for an inary 
dividend at the rate of 9 per cent., there 
remains {£33,000 to be carried forw 
bringing that item to £140,000. 

Turning to the balance-sheet, it will be 
observed that the unquoted investments 
show a large increase ; a fair proportion of 
these investments, will find their way imo 
quoted securities in the normal course of 
business. The valuation has been made, as 
before, on a conservative basis. 

Creditors and debtors have swollen sub. 
stantiaily, but the position as shown is mog 
apparent than real since, in the main, the 
increases represent a single large investment 
transaction, carried out on the instructions 

one of our clients, which was completed 
shortly after the date of the balance-sheet. 

In accordance with the procedure adopted 
last year, only the realised appreciation of 
investments has been brought into the profit 
and loss account, no credit being taken for 
any appreciation which was not realised 
during the year. Now that the economi¢ 
crisis is having repercussions on market 
quotations, the — of having provided 
reserves against this contin is a 

Although the tempo of Seooce Cuoliien 
has eased, we continue to have before us 
a number of interesting projects, and our 
revenue to date has been well maintained. 


PRICES, TAILORS, LIMITED 
A YEAR OF PROGRESS 


The nineteenth annual general meeting of 
Prices, Tailors, Limited, was held at the 
Queen’s Hotel, Leeds on the 3rd instant, 
The chairman, Su Henry Price, in his 
open.ng remarks announced that the com- 
pany’s fixed assets showed an increase of 
£384,143, due mainly to the purchase of 
Properties. As a result, the chairman went 
On, net current assets are depleted, but only 
temporarily, as since June 30th, the company 
sold properties, amounting to £286,000 on 
advantageous terms which include long leases 
favourable to the company. 

Referring to specific reserves, Sir Henty 
spoke of a balance of £42,388 which he said 
was reserved for factory development last 
year and was still available for this purpose 

Sir Henry was sure that shareholders 
would consider the trading profit of £575,976 
satisfactory. 

.>peaking of Prices, Tailors Propertits 
Limited, Sir Henry remarked that the only 
item which needed commen: was the 
tion of old and the issue of new debentures 
and preference shares—which resulted in the 
prior charges for interest and preference 
dividends be:ng considerably reduced. 

Regarding consolidated accounts, Sir Henry 
said that after deducting dividends payable 
preference and preferred ordinary shares ™@ 
subsidiary companies, the net profits available 
for Prices Trust Company Limited amounted 
to £195,914 of which £15,125 was required: 
to meet the preference dividend. 
balance £180,789 had been appropriated 8 
to 57 per cent. to dividend and 43 per cent 
to reserve and addition to carry forward. 

Net current assets of the Group 
£734,560 and after i account of 





taking 
£286,000 released from fixed assets—refereed 
to above—amounted so over £1,000,000. 
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Statistical Summary f om 


GOVERNMENT RETURNS 


For the week ended November 1, 1947, 
total ordinary revenue was /{84,344,598, 
against ordinary expenditure of £99,639,939 
and issues to sinking funds nil. Thus, in- 
cluding sinking fund allocations of £9,149,891 
the surplus accrued since April Ist is 
{214,522,549 against a deficit of 4543,701,893 
for the corresponding period a year ago. 
ORDINARY AND SELF-BALANCING 

REVENUE AND EXPENDITURE 


Receipts into the 
Exchequer 
(£ thousand) 


Esti- | * g - 

Revenue | mate, | a — Week Week 

1947-48 pede part Dalen 

a) to +eaded , ended 

t? Noy Noy. | Noy. | Noy. 

. . tt se Te 

vs _____ | 1946-4 2947, | 1946.7 1947 

ORDINARY ] { ’ Brit 82 3 
REVENUE } 

Income Tax ¢ £..4 1073000 469.624 435,438 9,650 As 087 
Sur-tax °° 4 & ..| 80,000 186.332) 21,455) 350 550 


Estate, ete. ' Duties 155,000 82,564 97,399 2,799 3,530 


Stamps........5- 57,000 19,965 29.5801 455. 1,600 
BED. on caches | 900 000-20:29% 24,620; 920 350 
RPT. [MoH 000" 904 469 152,017) 9,652 6.669 


Other Inland Rev. » 1,000 168 


| ne ae St nee ae | 


Total Inland Rev. 1568000 815,414 755 1624 24,026 25,786 
Customs. ... 64 004 736, 960 345, 944, 458, ‘231 ll 031) 17, 138 
PRCIS . an'nccnns 645,040 340,255 349,547, 30,835 34,547 


Total Customs & g oe 
Rzcisd .:. stk - 1380000 686, 179, 807,778 41, 866 52,285 


Motor Duties”. -. | 50,000° 11,111 11,715 -- 698 446 
Surplus War Stores!” 95, 000) 74,729 125, 721! Il, wer 5,443 
Surplus. Receipts | ' 

| 30, 175, eee? | 


ne enna 





from Trading ..} 55, 000! 
Post Office (Net) 

Receipts) cuecen aon ; 3,250 780 1,600, 700 
Wireless Licences,} 11,000 4,200 


5,170 1,130 1,200 
Crown Lands ...,}. 1,000) 610 650! -.. ow» 200 
Receipts from! | 
Sundry Loans..| 21,000 9, 247 17, 705)... tai 
Miscel!. Receipts. . ' 270,000 20,942) 187/973 41 285 
3451000 162568); 1943292) 80, 857, 84,345 


(sete ne 





Total Ord. Rev.. 











Seir- BALANCING | | i 
Post Office....... 144,230 70,900 80,300 2,200 3,400 
Income Tax on. } 

E.P.T. Refunds 49,000 122,102 14,017 1,226 540 


fesnesientewseenst penternarrennenes | ements 


Total .........- «3644230 1818683 2057609 84, 283 88,285 








Issues out of the Exchequer 
to meet payments 





| ({ thousand) 
Esti- | se 
Expenditure mate, | ae Ag Iw ee k 
1947-48 eee eee 
| _to is | ended | ended 
Nov. | Nov. | Nov. | Nov. 
2, 1, 2, 1, 
rs ne | 1946 | 1947 | 1946 | 1947_ 
ORDINARY i 
EXPENDITURE i 
Int. & Man. | 


Nat Debt... . .| 525,000 505,421) 314,604, 19,150) 15,996 
Payments to N|| 
23,000! 9,897| 12,346) 


Ireland 





Issue to Nat. Land) | 
Rand . ocd ia 50,000, «| 
Other Cons. F und! i i 
Services. ...... | 8,000 3,911) 3,758 21) 47 





TOD’: costansnas $56,000 369,229 330,708 19,171) 16,043 
Supply Services . , 2635114 1791242 1388811 119254 83,597 


‘3191114 2160471 1719519 138425. 99, 640 


Total Ord. Exp... 


Se.p-BALANCING ' ! ; 
Post Office ...... ' 144,230; 70,900 80,300 2,200 3,400 
Income Tax on : : ! 

E.P.T Refunds. 49,000 122,102, 14,017) 1,226, 540 


Total... 3383944235947 1813856 141851/I03580 


After increasing ” Bac hequer balanees by £18,161 to 
£3,095,619 the other operations for the week increased 
the gross National Debt by £19,508,813 to £25,797 million. 


NET ISSUES (¢ thousand) 
P.O. and Telegraph...........- 
E.P.T, Refunds. 
Overseas Trade Guarantees 
Local Authorities Loans Act, 1945, Boe 3 _ 
War Damage: War Damage Commi 
New Towns Meee)... 10. TEV eH aes 
Finance Acts, 1946 and 1947, Post-war Credits. . 













NET RECEIPTS (¢ thousand) 
Tithe Act; O38, Ser MB os ic. kets 
4 (Temporary Accommodation) Act, 1944, 


Cee eee ee RHE ROE Eee EH 


CHANGES IN DEBT (£ thonsand) 
Net RePayMENTS 


Nat. Savings Certs. 200 | Treasury Bills .... 8,171 
24% Def. Bonds . 675 3% Det. Bonds ... 
Other Debt :— Other Debt :— 
External ....... 2,355 Internal........ 60 
Tax Res. Certs.... 2,957 
Ways & Means Ad- 
VANCES . 0.2. 04% 23,995 








30,182 
* Including £1,971,900 paid off on maturity, 


FLOATING DEBT 


10,873 





(f million) ahabakaaa 
Ways and 
Treasury Means 
om Advances. |. 1fe®- 
sury | Total 
Date a ee 
posits Debt 
Public of : 
Tender | Tap Depts | Eng- 284 
land 








vee 127430! 674142 


J | 1408-5 | 6352+8 
25 | 1400-5, 6371-0 
3*5 | 1400-5) 6356-4 
1-75 1380-5) 6337-1 
9-75 | 1350-5} 634541 
. 75 | 1323-0} 6286-1 
4 
8- 
9: 


} 
1946 
Nov. 2| 2030-0 | 2505.5 | 462- 4 
| 

July 26 | 2180-0 2493-4 | 270-9 | 
Aug. 2 }2180-0 2470-4| 317-7 
wo 9, 2180-0 2424-0! 348-4 
~, 16} 2180-0) 2428-2 | 336-7 
» 235) 2180-0 2467-9! 336-9 
», 30 | 2190-0 2428-5! 339-8 
Sept. 6 | 2190-0 | 2466-4! 369-6 
» 13}2190-0) 2499-9 | 357-1 
» 20 | 2190-0 | 2533-0 | 327-7 
» 2% }2190-0 | 2557-1| 322-3 
Oct. 4 | 2200-0 | 2534-8) 565-9 | 
b ni 2220-0 | 2561-7) 343-2 | 
v»-18 | 2230-0) 2584>7).362°8 | 2-0 | 1253-0) 6432-5 

25.|22530-0/2561:5).352-6 | -. | 1252-5 | 6376-6 
Nov. ee 2585-4 354-8 | 1-75 1252-5 6392-5 


75 | 1304-0; 63348 

+25 | 1296-5| 6347-7 

-0 | 1299-0! 6357°6 

.. | 1292-5) 6361-9 

19-8 | 1267-0! 6385+4 

20-3 | 1255-5| 6398-6 
0 


t 


severities ct ES, 


TREASURY BILLS 

















E (£ million) ao 
Per 
Amount — Cent. 
Date of 2 Allotted 
Tender ot Allot- a 
Oftered|APPHeF 4 uotted —- Min. 
ca 2 Rate 
Nev. 160-0 | 290-9 | 160-0 | 10 137 | 39 
1 
Aug. 1/ 160-0 | 287-9| 160-0| 10 1-21 | 39 
» 8} 190-0 | 2766 | 170-0 | 10 1-48 49 
» 45} 170-0 | 235-6 | 170-0 | 10 2% 68 
22) 170-0 | 258-4 | 170-0 | 10 1-58 55 
» 29} 190-0 | 251-9. | 170-0 | 10 3-14 59 
5| 170-0 | 276-8 | 170-0 | 10 2-54 46 
y» 142} 170-0 | 269-7 | 170-0 10 2-85 51 
. 19] 170-0 | 253-5 | 170-0 | 10 3-10 51 
;, 26} 180-0 | 277-4 | 180-0} 10 2-66 21 
3} 190-0 | 299-9 | 190-0 | 10 1-39 49 
. 20} 180-0 | 291-3 | i80-0} 10 1-36 47 
” ¥7} 170-0 | 268-9 | 170-0 | 10 1-87 54 
"261 170-0 | 285-0} 1700 | 10 1-52 6 
» 3h! 170-0} 289-3 | 170°0 | 10 1-38 43 





On October 3st applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 43 per cent of the amount applied 
for at £99 17s. 5d. and applications at higher prices were 

ted in full, . Applications tor Saturday were accepted 

at ff 17s. 6d. and above in fall,. £170 million (maximum) 

reasury Bills are being offered for November 7th. For 

the week ended November 8th the Banks will. not be asked 
tor Treasury deposits. 


NATIONAL SAVINGS 
_{ thousand) ee 
5 | Totals 
Week Ended Mar. 3lto 
| Oct. 26, Gct. 25, | Oct. 25, 
1 3906.1 19KF ANT. 


ances anneal 


Savings Certificates — } 
ste 2,800 | 126,400 





Receipts... ...+»+4+ a mate 3,500 | 

Repayments ..... seepeee | 2,950 3,200 | 83,900 

Net Savings... ...sesee0+ 950 Dr. 400 42,500 
Defence Bonds :— | 

Receipts. ....... 0ddebene 2,380 1,300 | | 43,960 

Repayments .......4+--- 946 | 873 | 22,891 





So ee 


Net Savings... 2.606.604. 1,434 | 427 | 21,069 
P.O. and Trustee Savings 
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BANK OF ENGLAND 
RETURNS 


NOVEMBER 5, 1947 


ISSUE DEPARTMENT 


. 


i 
13,015,100 











Notes. Issued : Govt. Debt... 
In Circin. ... 1363,798,944 | Other Govt. 
In Bankg. De- Securities... 1438,320,772 
partment... 86,448,889 | Other Sees... . 655,311 
than Gold: », £817 
Amt. of Fid,—-—-———~ 
Issue ....... 1456,000,000 
Gold Coin and 
Bullion {at 
172s. 3d. per 
oz. fine)... .+ 247,835 
1450,247,833 1450, 247, 833 
BANKING DEPARTMENT 
£ £ 
Capital areines 14,553,000 | Govt. Secs.... 294,380,390 
Shae oti inkh 3. 293, 780 | Other Secs, : 
Pablic Deps.*. 13,054,660 | Discounts dad 
Advances. . 5,713,808 
Other Deps. : Securities... 27,578,645 
Bankers..... 288,664,202 | me 
Other Accts... 96,482,080 | 33,292,536 
—++—-+ +e | Notts. 4....5. 86,448, 889 
385,146,282 
COIR i.e cb de nen 1,925,907 
416,047,722 416,047,722 * 


® Includi uer, Savings Banks, Commissioners 
of Na tional Debt ‘and Di ividend Accounts. 


COMPARATIVE ANALYSIS 








& millions) 
| 1946 | 1947 
| Nov. | Oct. | Oct. | Nov. 
| 6 | | 29 | 5 
Notes in “Greulation ©... 1365-1/1362-5 1360-8 13565-8 
Notes in banking depart- | ; ' 
OE oc nase heeae ts 35-1) 87- 7 89-4 86-4 
Government debt and | 
ae 31449. 4 1449-3,1449-3 
9-6) 7 0-7 
0-2) 0-2 





old . 
Valued at $. a fine o2. 173/3 | is mya 172/32 






i i 
its: | | | } : 
lic... seeggeececeres | 19-5 9-4! 13-8) 13-0 
Bankers’. ..+fies - | 266-7; 297-1) 288-8) 288-7 
Others... sccecedscens.. | 549 955) 95-8) 9655 
Total. 2ii., cebecteocees | S41] 402-0) 3984) 308-2 
Securities : | } i 
Government. ..covevrsas | 283-0) 304-2) 287-5, 294-4 
Discounts, etc.,...0.+++: }. d2-O GR 5D. G-7 
OU ous hives vedesees | 272%) 9:5 31-4). 27-6 
TOM eaten 4 tres peceee | 322°7! 330°0 324-8 327-7 
Banking dept. res.......+» ‘ hey ol es 4 
“ Proportion ”.......-+.+- | 10: eo #. o 22-9, 23-1 


* Government debt is £11, 015,100, capital £14,553,000, 
Fiduciary issue raised from £1,400 million to £1,450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d. per fine ounce througheat the week. 
Spot cash prices were @s follows :-— 


SILVER | Goin 
sh Saag es lis peer i. 

















—— cunstiper <ounune pee 308: pase 

Receipts.....ceesseeees- | 13,383 | 12,745 | 378,527 Y 

Repayments ...... sewn 51s | 10,798 | | 365, 729 = Re % i Ra 

vings 947 | 14,7 Oct, 3.. 

Net Sa’ <0-5 gave eie see 3,572 [eT | 300, ae aa i | as 
Total Net Savings -........ 5,956 1,974 | . 78,367 Nov. 1.. | Markets | Closed | 155. 14 102. 10 
Interest on certificates repaid 382 | 576 16,104 er be 148 158 8 1064——«*6 
Interest accrued on savings { we See 4 Closed 157 8 14 «66 

remaining invested... 2,202 | 2,262 | 63,242 gS Backh OM my 1588 | 0h 8 











MARKETS. 
for you ~ 
in AUSTRALIA 


Australia and New Zealand are rich 
markets to develop because of the 
relatively high purchasing power of 
their people. For trade, investment 
and travel information, ask your 
bankers to consult 


BANK OF NEW SOUTH WALES 


{incorporated in New Sovth Wales with limited tiability) 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
London Offices: 2% Threadneedie Street, E.C.2.. and 47 Berkeley Square, W.I. 





Obtain @ copy of this book- 
let from your bankers or 
direct from the Bank of 
New South Wales, London. 








THE UNION BANK 
OF AUSTRALIA LIMITED 


ESTABLISHED 1837 


With a network o' branches throughout every important pastoral, agricultural, 
commercial end industrial area in 


AUSTRALIA and NEW ZEALAND 


end with Agents in the principal cities throughout the world, The Union Bank 
of Australia, Limited, is able to offer the facilities of a most comprehensive 
banking service. 


Head Office: 
Tl, CORNHILL LONDON, E.C,3. 


West End Agency : 
15 CARLOS PLACE. LONDON, W.I. 





THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, London, E.C.3 


subseribed Capital oe as £5,000,000 
Paid-ap Capital “e ° 3,000,000 
Furthe Liability 0: Proprietors 2,000,000 
Reserve Fuad . 1,815,000 


Chief Office - eats, 
Collins Street, Melbourne, 


and many Branches and Agencies throughout Australia. 





Wath its widespread connections, 
conduct ot ah classes of 


,..tms Bank offers every tacility tor the 
Banking and Exchange businéss with Australia, 
J. A. CLEZY, London Manager and Secretary 


UNIVERSITY OF LONDON 


THE CREIGHTON LECTURE, entitled ‘‘ The Unification of the 
World and the Change. in Historical Perspective,’ will be 


Professor A. J. Toynbee,..D.Litt.,. B.A., F.B.A. (Stevenson Research 


Professor of International History in the University of London) at the | 


UNIVERSITY OF LONDON-: SENATE HOUSE (entrance from Russell 
Square or Malet Street, W:C. 1) on Monday, November 17th, at 5.30 p.m. 
ADMISSION FREE, WITHOUT TICKET. 


J AMES HENDERSON, Academic Registr ar. 
BEDFORDSHIRE EDUCATION COMMITTEE 
LUTON TECHNICAL COLLEGE, PARK SQUARE, LUTON, BEDS. 
(Principal: W. E. PARK, B.Sc.) 


Applications are invited for the post of Full-time Graduate Teacher 


of Commercial Subjects in the Senior College. Duties to commence on 
January ist. Candidates should possess a University: Degree 
merece or equivalent qualification. Salary will be in bene aanen with 
the Burnham ‘Pechnical Scate h increments for previous teaching 
and approved industrial or commercial experience. 


Application forms and further details may be obtained from the | 


Principal, Luton Technical College,. Park. Square,. Luton, to whom 
completed forms should be returned within 14 days of the appearance 


of this advertisement, 
T. S. LUCKING, Esq., M.A., 
Dicector of Education, Shire Hall, Bedford. . 


[RDUSTRIAL. and Commercial..Managers and professional men who | 
feet that their further progress would be assisted. by extending or | 


bringing up to date their knowledge of accountanc ee ce, are 
invited to communicate with Mr. Clifford Browne who is in a position 
te give individual tuition and to direct private study; He brings to 


the task good qualifications, wide experience and an appreciation of 
individual w ised. All. communications: treated witht ~ mee con- 
fidence.—Letters should be addressed . to to Box 598. + 


nt lp ng in — i gin S 





i ee 
Printed in® Great Britain by StcCigmerTs Peess. 


Liro., ‘Portugal 
at 22 Ryder Street, St. James's, London; $:W.1. US. Representative : 





tington, 

tion, salary required, etc., to Petrochemicals Limited, Adelaide House, 
! 

| candidate. 


iven by | 


i 
| should have interesting possibilities for a well educated man aged 


in Com- | 
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ONG AND SHANGHAI) 


THE HONG 
BANK CORPORATION 


CAPITAL ISSUED AND FULLY PAID UP - - 
RESERVE FUNDS STERLING ..-...> »* »*%.* 
RESERVE LIABILITY OF MEMBERS - 


Head Office: HONGKONG. 
Chief Manager: Tux Hovxoveaste A. Monsa, C.B.B, 
BRANCHES. 
Amoy *  Calembo *Kobe Makden 
Bangkok *Dairea Kowloon Nanking 
Ratavia Foochow Kuala Beiait 
Bombay Haiphong Kuala Lumpur 
Brunei *Hamburg Kure 
Calcutta Hankow Labuan 
Cameron High- Loadou 
“lands (Malaya i Lyons 
Malacca 


Manila 
Muar (Johore) 
* Branches not yet re-opened. 
London Office: 9, GRACECHURCH STREET, E.C.3. 
HONGKONG & SHANGHAI! BANK (TRUSTER) LIMITED. 

%, Gracechurch Street, F.0,3, a company incorporated in England, and an affiliate o 
The Hongkong and Shanghai Ranking Corporation, is prepared to act as Executor aad 
Trustee in approved cases. Trustee Companies, also affiliated to the Corporation. are established 


in Hongkong and Singapore. 
Full particwlars may be had on application 


Chungking 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
esto. 105 


LONDON OFFICES: 37, Nicholas Lane, E.C.43 and 
18/20, Regent Street, Piccadilly Circus, S.W.1. 
Every description of Banking Service undertaken. 


REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS £16,300,000 
ASSETS EXCEED €97,000,000 
CLAIMS PAID EXCEED £181 ,000,000 
(1946 Accounts) 





PETROCHEMICALS LIMITED invite applications for the positions 
of Manager and/or Senior Executives for their new plent at Par- 


near Manchester.—Write, stating age, experience, qualifica- 


London Bridge, E. C.4. 


‘MPLOYERS, have you considered provision for your employesy 

who, possibly, have helped in building the high standard of pre — 
your company enjoys today, and the profits derived therefrom? 
aré able to furnish the solution by the preparation of a scheme which 
will provide for a loyal employee to spend his years of retirement in 
comparative comfort.—Douglas & Partners, 69, Fleet Street, London, 
E.C.4, will be pleased to advise employers on a Staff Pension Scheme 
covered by Life Insurance, which will meet their individual circum 
stances. 


A BLE. enerpatic man, analytic mind, experienced negotiator. solicits 
<X offers. Economics, lega! training. Knowledge psychology, industrial 
relations. Executive, organising experience, committees, staff control, 
research, précis, reports, journalism, public relations, E-parliamentary 
Personable, adaptable, ideas, initiative.-—Box 540. 


C= Accountant and Office Manager required by large Engineer 


tirm 5S.EB. London. Industrial experience, including mecha 


accounts, costing, and office organisation essential. State age, edu 
qualifications, experience, and salary required, to Box 585. 
VACANCY occurs in the Sales Department of a jarge Chemical 


company at present engaged on a wide expansion programme 


Applicants must possess marked personality, be able and wilting t 
work in with an existing team, and possess the widest possible ind 

. and economic background. Some administrative experience would 4 

be desirable. The position will carry a substantial salary according 
qualifications and applications, which are invited in strictest confidence, 


| should be addressed to Box 599 


ETIRED Bank Official, aged 52, with 22 years’ service as General 
Manager and Director of an agricultural bank in Burma. ae 
directorships in two other Burma concerns. Prepared to accept s 
post in England or abroad.—Box 600. 
e GPCRETARIAT of Rubber Study ‘Group, Brettenham House, Strat 
W.C.2, requires Assistant Statistician: age below 30. English 3 
another European language essential. —Applications, by letter, to eee: 
tary, stating qualifications, references, ete. 3 e 


; AVELING-BARFORD LIMITED 
| 







Ata poeating.« of the Board of Directors held on Monday, 3rd Nove 
the followin esolution was passed: —It was Resolved that a Di 
be paid on the ist January, 1948, on the £250,000 55 per cent, Cumula 
Preference Stock at the rate of 53 per cent, per annum for the six 
from the Ist July, 1947, to the 3ist December, 1947, and that - 
Preference Stock transfer books of the Company be closed from 


| 5th December to the 19th December, 1947, inclusive. ait 
Es By Order of the pete 
}. H, C, RYAN, Secretary 


_ Grantham. Sra November, 1947, 


ror a CONFERENCE ROOM in West End, 10 persons, ~ aa Sle 
hand-Typist, ring LBS... REGENT 3006. | ae 


ae nsininenpicceiincctie 
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